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DEPARTMENT  OF  AGRICULTURE 
Farmers  Home  Administration 
7  CFR  Part  1980 

Agricultural  Resource  Conservation 
Demonstration  Program  (Farms  for  the 
Future  Act  of  1990) 

agency:  Farmers  Home  Administration, 
USDA. 

action:  Interim  rule  with  request  for 
comments. 


SUMMARY:  Farmers  Home 
Administration  (FmHA)  is  issuing  a 
regulation  to  implement  section  1465  of 
the  Food,  Agriculture,  Conservation,  and 
Trade  Act  of  1990,  7  U.S.C.  4201  note,  as 
amended  by  the  Food,  Agriculture, 
Conservation,  and  Trade  Act 
Amendments  of  1991  (FACT  Act).  A 
national  farmland  preservation  effort  is 
needed  to  preserve  farmland  for  future 
generations.  The  intended  effect  of  this 
action  is  to  assist  states  in  financing 
farmland  preservation. 

DATES:  Effective  February  4, 1992. 

Written  comments  must  be  submitted  on 
or  before  May  4, 1992. 

ADDRESSES:  Submit  written  comments 
in  duplicate  to  the  Office  of  the  Chief, 
Regulations  Analysis  and  Control 
Branch,  Farmers  Home  Administration, 
U.S.  Department  of  Agriculture,  room 
6348,  South  Agriculture  Building,  14th 
Street  and  Independence  Avenue  SW., 
Washington,  DC  2025CM)700.  All  written 
comments  made  pursuant  to  this  notice 
will  be  available  for  public  inspection 
during  regular  woiking  hours  at  the 
above  address.  The  reporting  and 
recordkeeping  requirements  contained  in 
this  regulation  have  been  approved  by 
the  Office  of  Management  and  Budget 
under  section  3504(h)  of  the  Paperwork 
Reduction  Act  of  1980  and  have  been 
assigned  OldB  control  number  0575- 
0152.  Public  reporting  burden  for  this 
collection  of  information  is  estimated  to 
average  1  hour  per  response  including 
time  for  reviewing  instructions, 
searching  existing  data  sources, 
gathering  and  maintaining  the  data 
needed,  and  completing  and  reviewing 
the  collection  of  information.  Send 
comments  regarding  tliis  burden 
estimate  or  any  other  aspect  of  this 
collection  of  information,  including 
suggestions  for  reducing  this  burden,  to 
the  Department  of  Agriculture, 

Clearance  Officer,  OIRM,  room  404-W, 
Washington,  DC  20250;  and  the  Office  of 
Management  and  Budget,  Attention: 
Desk  Officer  for  Farmers  Home 
Administration,  Washington,  DC  20503. 


FOR  FURTHER  INFORMATION  CONTACT. 

Rick  Boimet,  Senior  Loan  SpecialisL 
Community  Facilities  Division.  Fanners 
Home  Administration,  U.S.  Department 
of  Agriculture,  room  6310,  South 
Agriculture  Building,  14th  Street  and 
Independence  Avenue  SW., 

Washington,  DC  20250-0700,  telqjhone 
(202)  720-1495. 

SUPPLEMENTARY  INFORMATION: 

Classification 

This  action  has  been  reviewed  under 
USDA  procedures  established  in 
Departmental  Regulation  1512-1,  whidi 
implements  Executive  Order  12291,  and 
has  been  determined  to  be  significant 
but  nonmajor.  The  aimual  effect  on  the 
economy  is  likely  to  be  less  than  $100 
million  and  will  not  likely  increase  costs 
or  prices  for  consumers,  individual 
industries,  organizations,  governmental 
agencies,  or  geographic  r^ons.  In 
addition,  there  will  likely  be  no 
significant  adverse  effects  on 
competition,  employment,  investment, 
productivity,  iimovation,  or  on  the 
ability  of  United  States-based 
enterprises  to  compete  with  foreign- 
based  enterprises  in  domestic  or  export 
maikets.  This  action  is  not  expected  to 
substantially  affect  budget  outlay,  to 
affect  more  flian  one  Agency,  or  to  be 
controversial.  The  expected  net  result  is 
to  provide  a  new  service  within  a  State 
operating  under  this  program.  Currently, 
Vermont  appears  to  be  ^e  only  State  for 
which  funds  may  be  available.  Prior  to 
any  other  State  becoming  eligible  for 
assistance,  there  must  be  provisions 
therefore  made  in  an  appropriations  act 
In  order  to  determine  the  potential 
impact  if  such  an  appropriation  act  is 
passed,  FmHA  will  complete  a 
Regulatory  Impact  Analysis  is 
accordance  with  the  requirements  of 
Executive  Order  12291  and  consistent 
with  the  guidelines  in  appendix  V  of  the 
1990  Regiatory  Program  of  the  United 
States  prior  to  publication  of  a  final  rule 
for  all  digible  States  other  then 
Vermont.  A  final  rule,  effective  for 
Vermont  only,  may  be  adopted  prior  to 
completion  of  the  Regulatory  Impact 
Analysis. 

Intergovernmental  Review 

This  program  is  not  listed  in  the 
Catalog  of  Federal  Domestic  Assistance. 

Environmental  Impact 

This  document  has  been  reviewed  in 
accordance  with  7  CFR  part  1940, 
subpart  G,  “Environmental  Program." 
FmHA  has  determined  that  this  action 
does  not  constitute  a  major  Federal 
action  significantly  affecting  the  quality 
of  the  human  environment,  and  in 
accordance  with  the  National 


Environmental  Policy  Act  of  1969,  Public 
Law  91-190,  an  Environmental  Impact 
Statement  is  not  required. 

Background 

A  national  farmland  protection  effort 
is  needed  to  preserve  our  national 
farmland  resources  for  future 
generations.  The  FACT  Act,  as 
amended,  authorized  a  demonstration 
program  to  guarantee  loans  to  assist 
States  in  financing  such  an  effort.  The 
program  provides  for  Federal  guarantees 
of  timely  payments  of  principal  and 
interest  due  for  10  years  and  substantial 
interest  assistance  on  loans  made  to 
States  and  instrumentalities  of  States.  A 
number  of  States  currently  have 
programs  in  which  the  State  purchases 
development  rights  from  farmers  so  the 
farmland  is  not  developed.  The 
proposed  program  was  fashioned,  to 
some  extent,  after  several  of  these 
inograms.  States  are  required  to  share  in 
this  effort  by  contributing  an  amoimt 
equal  to  at  least  half  the  amount  of  the 
loan  guaranteed  by  FmHA.  Each  eligible 
State  may  receive  up  to  $10  million  in 
loan  guarantees  per  fiscal  year.  Loan 
funds  may  be  invested  by  the  borrower 
to  increase  the  capital  available  for 
farmland  preservation. 

This  interim  rule  defines  this  new  loan 
guarantee  program  and  establishes 
procedures  for  the  public  and  lending 
institutions  to  use  in  applying  for  loan 
guarantees  and  for  FniHA  to  follow  in 
administering  the  program.  The  FACT 
Act  also  authorized  a  somewhat 
modified  demonstration  program  for  the 
State  of  Vermont.  Procedures  for  this 
demonstration  program  have  been 
incorporated  into  this  rule. 

FmHA  is  implementing  this  interim 
rule  immediately  upon  publication.  The 
Agency,  however,  is  requesting 
comments  to  give  the  public  the 
opportunity  to  suggest  alternative  rule 
[Movisions  or  courses  of  action  in 
implementing  this  program.  Specific 
comments  are  also  requested  on  existing 
programs  and  alternate  methods  for 
protecting  farmland  through  means 
other  than  implementation  of  this 
program.  In  addition,  comments  are 
specifically  requested  concerning 
criteria  in  the  proposed  regulation 
pertaining  to  eligible  loan  purposes.  Any 
comments  submitted  pursuant  to  the 
proposed  rule  published  in  the  Federal 
Register  on  September  24, 1991  (56  FR 
48116)  and  extension  of  comment  period 
published  on  October  29, 1991  (56  FR 
55636),  must  be  resubmitted  in 
connection  with  the  interim  final  rule  if 
the  respondent  wishes  them  to  be 
considered  in  drafting  the  final  rule. 


Federal  Reyster  /  Vol.  57,  No.  23  /  Tuesday,  February  4.  1992  /  Rules  and  Regulations 


4337 


List  of  Subjects  in  7  CFR  Part  1980 

Agriculture,  Loan  programs — 
Agriculture,  Rural  areas. 

Therefore,  chapter  XVIII,  title  7,  Code 
of  Federal  Regulations  is  amended  as 
follows: 

PART  1980— GENERAL 

1.  The  authority  citation  for  part  1980 
is  revised  to  read  as  follows: 

Authority:  7  U.S.C.  1989;  7  U.S.C.  4201  note; 
42  U.S.C.  1480;  5  U.S.C.  301;  7  CFR  2.23:  7  CFR 
2.70. 

Subpart  J— Agricultural  Resource 
Conservation  Demonstration  Program 

2.  Subpart  J  of  part  1980,  consisting  of 
§§  1980.901  through  1980.1000  and 
Appendices  A  through  D,  is  added  as 
follows: 

PART  1980— GENERAL 

Subpart  J— Agricultural  Resource 
Conservation  Demonstration  Program 

Table  of  Contents 

Sec. 

1980.901  Introduction. 

1980.902  Dehnitions. 

1980.903-1980.909  [Reserved] 

1980.910  Eligible  loan  purposes. 

1980.911  Ineligible  loan  purposes. 

1980.912  [Reserved] 

1980.913  Transactions  which  will  not  be 
guaranteed. 

1980.914-1980.916  [Reserved] 

1980.917  Guarantee  fee. 

1980.918  State  Farmland  Preservation  Plan. 

1980.919  Eligible  State. 

1980.920  Eligible  borrower. 

1980.921  Legal  authority. 

1980.922  State  matching  funds  requirements. 
1980.923-1980.925  [Reserved] 

1980.926  Eligible  lenders. 

1980.927  Participation  of  others. 
1980.928-1980.932  [Reserved] 

1980.933  Full  faith  and  credit. 

1980.934  Loan  limits. 

1980.935  Interest  rate. 

1980.936-1980.939  [Reserved] 

1980.940  Terms  of  loan  repayment. 

1980.941  Interest  assistance. 

1980.942  Equal  opportunity  and 
nondiscrimination  requirements. 

1980.943  Other  Federal,  State,  and  local 
requirements. 

1980.944-1980.947  [Reserved] 

1980.948  Economic  feasibility  requirements. 

1980.949  [Reserved] 

1980.950  Security  requirements. 

1980.951  [Reserved] 

1980.952  Fees  and  charges  by  the  lender. 

1980.953  Environmental  requirements. 
1980.954-1980.956  [Reserved] 

1960.957  Application  processing. 

1980.958  [Reserved] 

1980.959  Reserving/obligating  funds  and 
loan  approval. 


Sec. 

1980.960  Case  and  identification  numbers. 
1980.961-1980.962  [Reserved] 

1980.963  Funding  applications. 

1980.964  National  OfHce  review. 

1980.965  Review  of  requirements  of  the 
Conditional  Commitment  for  Guarantee. 

1980.966  Conditions  precedent  to  issuing  the 
Loan  Note  Guarantee. 

1980.967  Substitution  of  lender. 

1980.968  Issuance  of  lender’s  Agreement, 
Loan  Note  Guarantee,  and  Interest 
Assistance  Agreement. 

1980.969-1980.972  [Reserved] 

1980.973  Disbursement  of  funds. 

1980.974  [Reserved] 

1980.975  Loan  servicing. 

1980.976  Borrower  reports. 

1980.977  Access  to  lender’s  records. 

1980.978  [Reserved] 

1980.979  Loan  Classihcation. 

1980.980  Sale  or  assignment  of  guaranteed 
loan. 

1980.981  Defaults  by  borrower. 

1980.982  Liquidation. 

1980.983  Protective  advances. 
1980.984-1980.986  [Reserved] 

1980.987  Transfers  and  Assumptions. 

1980.988  Bankruptcy 

1980.989  State  Director’s  additional 
authorizations  and  guidance. 

1980.990  Appeals. 

1980.991-1980.994  [Reserved] 

1980.995  Replacement  of  loss,  theft, 
destruction,  mutilation,  or  defacement  of 
Form  FmHA  1980-77,  Ixian  Note 
Guarantee. 

1980.996  Lender’s  request  to  terminate  Loan 
Note  Guarantee. 

1980.997-1980.998  [Reserved] 

1980.999  FmHA  Forms. 

1980.1000  OMB  control  number. 

Appendices  to  Subpart  J 

Appendix  A — Form  FmHA  1980-75, 
“Conditional  Commitment  for  Guarantee 
(Agricultural  Resource  Conservation 
Demonstration  Program)’’ 

Appendix  B — Form  FmHA  1980-76,  "Lender’s 
Agreement  (Agricultural  Resource 
Conservation  Demonstration  Program)” 
Appendix  C — Form  FmHA  1980-77,  “Loan 
Note  Guarantee  (Agricultural  Resource 
Conservation  Demonstration  Program)” 
Appendix  D — Form  FmHA  1980-78,  “Interest 
Assistance  Agreement  (Agricultural 
Resource  Conservation  Demonstration 
Program)” 

Subpart  J— Agricultural  Resource 
Conservation  Demonstration  Program 

§  1980.901  Introduction. 

(a)  This  subpart  contains  the 
regulations  for  Agricultural  Resource 
Conservation  Demonstration  Program 
(ARCDP)  loans  guaranteed  by  the 
Farmers  Home  Administration  (FmHA) 
and  applies  to  lenders,  borrowers,  and 
other  parties  involved  in  making, 
guaranteeing,  servicing,  or  liquidating 
such  loans.  This  program  is  commonly 


referred  to  as  Farms  for  the  Future. 

(b)  The  regulations  apply  to  all  States, 
including  Vermont,  unless  otherwise 
specified. 

(c)  The  purpose  of  the  ARCDP  is  to 
assist  States  in  Hnancing  a  farmland 
protection  effort  to  preserve  our  vital 
farmland  resources  for  future 
generations.  This  purpose  is  achieved 
through  the  guaranteeing  of  prompt 
payments  and  interest  assistance  on 
loans  used  to  purchase  development 
rights  easements  and  other  types  of 
easements  on  farmland,  the  purchase  of 
farmland  in  fee  simple,  and  related 
activities. 

(d)  The  ARCDP  is  administered  by  the 
Administrator  through  a  State  Director 
serving  each  State.  'Die  State  Director  or 
his/her  designee  is  the  focal  point  for 
the  program  and  the  local  contact 
person  for  processing  and  servicing 
activities. 

§  1980.902  Definitions. 

The  following  general  deHnitions  are 
applicable  to  the  terms  used  in  this 
subpart. 

Appraisal  or  Appraisal  Report.  A 
written  statement  impartially  prepared 
by  a  qualified  appraiser  setting  forth  an 
opinion  of  defined  value  of  an 
adequately  described  property,  as  of  a 
specific  date,  supported  by  the 
presentation  and  analysis  of  relevant 
market  information. 

Conditional  Commitment  for 
Guarantee.  Form  FmHA  1980-75, 
“Conditional  Commitment  for 
Guarantee  (Agricultural  Resource 
Conservation  Demonstration  Program}." 
FmHA’s  notification  to  the  lender  that 
the  material  submitted  is  approved 
subject  to  the  completion  of  all 
conditions  and  requirements  set  forth  in 
the  Conditional  Commitment  for 
Guarantee. 

Development  rights.  The  rights  of  the 
fee  simple  owner  of  farmland  to 
develop,  construct  on.  or  otherwise 
improve  agricultural  land  for  uses  that 
result  in  rendering  such  land  no  longer 
farmland.  For  purposes  of  this  subpart, 
mineral  rights  are  considered 
development  rights  if  their  development 
would  render  the  agriculture  land  no 
longer  farmland. 

Easement.  The  vehicle  by  which 
development  rights  or  other  rights  are 
passed  fi'om  the  owner  of  fan^cmd  to 
the  borrower. 

Easement  property.  The  real  estate 
described  in  the  easement. 

Farmland.  Land  which  is  used,  or  is 
suitable  for  use,  in  the  production  of 
livestock  or  crops  to  include  prime  and 
unique  farmland  and  additional 
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farmland  of  statewide  and  local 
importance  as  defined  in  ai^ndix  A  to 
subpart  G  of  part  1940  of  this  chapter. 

Guaranteed  loan.  A  loan  made  and 
serviced  by  a  lender  for  which  FmHA 
has  entered  into  a  Lender's  Agreement 
and  issued  a  Loan  Note  Guarantee. 

Lender.  The  arganization  making  and 
servicing  the  loan  which  is  guaranteed 
under  tlm  provisions  of  this  snbpart 

Lender's  Agreement.  Form  FmHA 
1980-76,  Tender's  Agreement 
(Agricultural  Resource  Conservation 
Demonstration  Prf^ram).**  The  signed 
agreement  between  Fml^  and  the 
lender  setting  forth  the  lender's 
responsibilities  when  the  Loan  Note 
Guarantee  is  issued. 

Loan  classification  system.  The 
process  by  whidi  loans  are  examined 
and  categorized  by  degree  of  potential 
for  loss  in  the  event  of  default 

Loan  Note  Guarantee.  Form  FmHA 
1980-77,  “Loan  Note  Guarantee 
(A^icultural  Resource  Cmiservation 
Demonstration  Pro^m).''  The  signed 
commitment  to  the  lender,  issued  by 
FmHA.  setting  fmih  the  terms  and 
conditions  of  the  guarantee. 

Market  Value.  The  most  (Hcbable 
price  which  a  property,  or  intmcsts  in  a 
property,  shoi^  bring  in  a  competitive 
and  open  market  and»  all  conditions 
requisite  to  a  fair  sale.  (If  a  nonprofit 
organization  has  acquii^  an  easement 
and  wishes  to  sell  it  to  the  borroMwr,  the 
borrower  may  elect  to  reimburse  the 
nonprofit  organization  for  the  purdiase 
price  and  actual,  reasonable,  and 
custiHBary  expenses  incidental  to  the 
easement's  purchase  by  the  nonprofit 
organization.) 

Note.  The  term  “note"  also  inchutes 
“bond.” 

Problem  loan.  A  loan  whkdi  is  not 
performing  according  to  its  original 
terms  and  conditions  or  which  is  not 
expected  to  perform  according  to  those 
terms  and  conditions  in  the  fidore. 

Proposed  borrower.  The  entity 
requesting  the  loan  to  be  guaranteed 
under  provisions  of  this  subpart. 

Protective  advance.  An  advance  made 
by  the  lender  for  the  purpose  of 
preserving  and  protecting  Ae  collateral 
where  the  debtor  has  failed  to,  and  will 
not  or  cannot  meet  obligations  to 
protect  or  preserve  collateral. 

Ordinarily,  protective  advances  arc 
made  when  liquidation  is  contemplated 
or  in  progress.  A  protective  advance  will 
become  an  indebtedness  of  the 
borrower. 

Seller.  The  owner  of  farmland  who 
sells  development  rights  and  other  rights 
to  the  borrower  for  compensation  xmder 
provisions  of  this  subpart. 


State.  Any  of  the  50  States,  the 
Commonwealth  of  Puerto  Rico,  and  the 
Virgin  Islands  of  the  United  States. 

State  trust  fund.  A  trust  fund  or 
account  established  by  an  eligible  State, 
or  other  public  instrumentality  of  an 
eligible  State,  into  which  guaranteed 
loan  funds  and  other  fun(te  are 
deposited  and  disbursed  for  farmland 
preservation  purposes  and  debt  service 
payments. 

§§  1980.903-1980JM  [Reasrvsdl 

i  1980.910  Eligible  loan  purpooes. 

Guaranteed  loan  funds  may  be  used: 

(a)  When  in  accordance  with  the  State 
Farmland  Preservation  Plan  (see 

§  1980.918  of  this  subpart): 

(1)  To  pmchase  development  rights 
easements,  conservation  easements, 
other  types  of  easements,  and  famdand 
in  fee  simple  or  some  lesser  estate  in 
land.  The  borrower  will  pay  no  more 
than  the  market  value,  as  (tefined  in 

S  1980.902  of  this  subpart,  of  die 
property  or  easement  acquired: 

(2)  To  pay  reasonable  and  customary 
fees  associated  with  purchasing 
easements  and  real  estate  including  real 
estate  appraisals,  surveys,  engineerii^ 
hazardous  waste  site  assessments,  legal 
matters,  and  recording  costs; 

(3)  To  pay  costs  of  enforen^ 
easements  and  land  use  restrictions;  and 

(4)  For  other  purposes  described  in  the 
State  Farmland  Preservation  Plan  that 
directly  promote  a  farmland  protection 
effort. 

(b)  To  pay  the  loan  guarantee  fee:  and 

(c)  To  generate  earnings  to  be  used  for 
future  farmland  preservation  efforts. 
This  mdudes  investments,  not 
exceeding  10  years  in  disration,  in  direct 
obligations  of  the  United  States  and 
obligations  guaranteed  by.  or  an  ageiK:y 
of.  the  Unit^  States  and  dq[>osit8 
covered  by  insurance  in  any  member 
bank  of  the  Federal  Reserve  System  or 
any  federally  insured  State  nonmember 
bank. 

§198(k911  tweiglbli  Io«h  purpoees. 

Loan  funds  will  not  be  used  to  pay 
overhead  expenses  of  the  borrower 
including  salaries,  wages,  office 
equipment  and  supplies,  utilities, 
insurance  premiums,  office  lease 
payments,  or  similar  uses. 

$1980.912  IReaarvedl 

$1980^13  TransaetioiiswMctiuiMnotbe 
guaranteed. 

A  note  whi(^  provides  for  payment  of 
interest  on  interest  shall  not  be 
guaranteed.  Any  Loan  Note  Guarantee 
attached  to.  or  relating  to,  a  note  whidi 
provides  for  payment  of  interest  on 
interest  is  void. 


$$  1980.914— 1980.918  [Raaarvedl 

$  1980.917  Guarantee  foe. 

Guarantee  fee  rates  are  specified  in 
Exhibit  K  of  FndfA  Instruction  440.1 
(available  in  any  FmHA  Office).  The  fee 
will  be  the  applicable  rate  multiplied  by 
the  principal  loan  amount,  paid  one  time 
only,  at  the  time  die  Loan  Note 
Guarantee  is  issued.  The  fee  will  be  paid 
to  FmHA  by  the  lender  and  is 
nonrefundable.  The  fee  may  be  passed 
on  to  the  borrower. 

$  1980.918  State  Farmland  Preservation 
Plan. 

(a)  Each  prr^iosed  borrower  must 
prepare  a  State  Farmland  Preservation 
Plan  (Plan)  that  describes,  in  detail,  the 
intended  uses  of  the  guaranteed  loan 
funds  and  State  matching  funds,  as  well 
as  the  policies  and  procedures  the 
proposed  borrower  intends  to  use  in 
implementing  the  program.  It  is  expected 
that  Plans  in  different  States  will  vary 
considerably  to  reflect  the  needs  and 
desires  of  htoividual  States  and  will 
emphasize  different  aspects  of  farmland 
preservation.  After  reviewing  the  plan 
for  compliance  with  the  regulations,  the 
State  Director  will  ensine  diat  needed 
changes  are  made  and  concur  in  the 
Plan. 

(1)  The  Plan  must  show  how  the 
properties  selected  wiU  contribute  most 
to  the  preservation  of  the  agriculture 
potential  of  the  area.  The  plan  must 
specify  the  criteria  to  be  used  by 
borrowers  when  selecting  properties. 
The  following  are  suggested  criteria: 

(1)  Properties  that  contain  the  largest 
tracts  of  farmland  availaUe  or.  are 
contiguous  to  other  easement  properties 
or  fee  simple  properties  owned  by  die 
borrower  and 

(ii)  Contain  the  h^iest  percentage  of 
available  prime  fan^and  as  determined 
by  the  USDA  Soil  Conservation  Service. 

(2)  The  Plan  must  describe,  in  detail 
the  restrictions  to  be  inclosed  by 
easements,  if  any  are  to  be  purchased. 

(3)  It  is  suggested  that  a  [ureliminary 
hazardous  waste  site  survey  be 
performed  for  each  property  being 
considered. 

(4)  It  is  intended  that  all  easements 
wiU  be  perpetual  However,  the  Plan 
must  describe  the  conditions  when  the 
trade  or  sale  and  release  of  an  easement 
will  be  considered.  All  sale  proceeds 
must  be  returned  to  the  State  trust  fimd 
to  be  subsequently  used  for  purposes 
consistent  with  tli^  subpart 

(5)  The  deed  of  easement  nuist 
thoroughly  describe  the  restrictions  and 
other  requirements  being  imposed.  A 
copy  of  the  proposed  deed  of  easement 
must  be  included  as  part  of  the  Plan. 


Federal  Register  /  Vol.  57,  No.  23  /  Tuesday,  February  4,  1992  /  Rules  and  Regulations 


4339 


(6)  The  restrictions  and  other 
requirements  imposed  by  the  easements 
must  be  monitored  and  enforced.  The 
Plan  must  describe  how  this  will  be 
accomplished  including  the  penalties 
that  will  be  imposed  on  violators  of 
provisions  of  the  easements. 

(7)  The  easement  must  give  the 
borrower  and  other  appropriate  parties 
the  right  to  enter  the  easement  property 
for  inspections  and  enforcement  of  the 
easement  provisions. 

(8)  All  appropriate  document  must 
include  nondiscrimination  language. 

(See  §  1980.943  of  this  subpart.] 

(b)  The  Plan  for  Vermont  may  be 
limited  to  the  general  goals  and  policies 
of  the  Vermont  Housing  and 
Conservation  Board. 

§1980.919  Eligible  State. 

(a)  A  State  or  public  instrumentality 
of  a  State  that  on  or  before  August  1, 
1991: 

(1)  Had  established,  by  legislative  or 
executive  action,  sufficient  imd 
appropriate  under  State  law,  a  fund  that 
is  separate  and  identifiable  for 
accounting  and  audit  purposes.  The  fund 
need  not  be  funded. 

(2)  Operates  or  administers  a  land 
preservation  fund,  or  has  an  officially 
adopted  plan  to  operate  or  administer 
the  fund,  that  invests  funds  in  the 
protection  or  preservation  of  farmland 
for  agriculture  purposes.  The  fund  need 
not  be  used  exclusively  for  farmland 
protection,  but  only  the  amoimt  actually 
invested  for  these  purposes  will  be 
considered  eligible  for  State  matching 
funds.  (See  §  1980.921  of  this  subpart.} 

(3)  Possesses  the  legal  authority  to 
work  cooperatively  with  the  State, 
municipalities,  counties,  districts,  or 
other  political  subdivisions  of  a  State, 
private  nonprofit  corporations,  and 
public  organizations  involved  in 
farmland  preservation. 

(b)  The  State  of  Vermont  is 
considered  eligible  for  assistance  under 
this  program. 

§1980.920  Eligible  borrowmr. 

A  State  trust  fund  within  an  eligible 
State  or  a  State  acting  in  conjunction 
with  the  State  trust  fumd. 

§  1980.921  Legal  authority. 

The  borrower  must  have  the  legal 
authority  necessary  to: 

(a)  Obtain,  pledge  security  for,  and 
repay  the  proposed  loan; 

(b)  Perform  all  activities  described  in 
the  State  Farmland  Preservation  Plan; 
and 

(c)  Purchase  investments  to  generate 
income,  if  applicable. 


§  1980.922  State  matching  funds 
requirements. 

Each  State  and/or  borrower  must 
contribute,  for  farmland  protection,  an 
amount  equal  to  at  least  half  the  amount 
of  the  loan  guaranteed  by  FmHA. 

(a)  Such  funds  and  donations  must  be 
available  for  use  at  the  time  the  loan  is 
closed  or  were  previously  expended  in 
the  same  fiscal  year  by  the  borrower 
and/or  State  for  purposes  consistent 
with  this  subpart. 

(b)  State  matching  funds  may  include: 

(1)  Cash  contributions  of  the  State, 
political  subdivisions  of  a  State, 
charitable  organization,  private  persons, 
or  any  other  entity; 

(2)  The  fair  market  value  of  any 
donation  in  land  to  the  borrower  or 
charitable  organization  working  with  the 
borrower  when; 

(i)  The  donation  is  consistent  with  the 
State  Farmland  Preservation  Plan,  and 

(ii)  The  fair  market  value  is  based  on 
an  appraisal  determined  adequate  by 
the  borrower. 

(3)  Investment  earnings  of  the  State 
trust  fund. 

(c)  State  matching  funds  may  not 
include: 

(1)  The  value  of  land  donated  to 
charitable  organizations  by  the 
borrower,  or 

(2)  The  value  of  in-kind  services 
provided  by  the  State  or  others. 

(d)  When  calculating  the  required 
State  matching  funds  contribution  for 
the  State  of  Vermont  for  fiscal  year  1992, 
both  the  eligible  amount  calculated  for 
fiscal  year  1992  and  the  eligible  amount 
made  available  in  fiscal  year  1991  to  the 
Vermont  Conservation  and  Housing 
Board  for  farmland  preservation,  will  be 
considered  contributions  for  fiscal  year 
1992. 

§§1980.928-1980.925  [Reserved] 
§1980.926  Eligible  lenders. 

Eligible  lenders  mixst  be  authorized  to 
do  business  pursuant  to  the  applicable 
laws  of  the  State.  Eligible  lenders 
include: 

(a)  Any  Federal  or  State  chartered 
bank  or  savings  and  loan  association; 

(b)  Other  legally  organized  lending 
agency; 

(c)  A  Bank  of  Cooperatives  or  other 
Farm  Credit  System  institution  with 
direct  lending  authority  authorized  to 
make  loans  of  the  type  guaranteed  by 
this  subpart; 

(d)  State  governments  and  agencies; 

(ej  Political  subdivisions  of  a  State; 

and 

(f)  Any  nonprofit  conservation 
organization. 


§  1980.927  Participation  of  other*. 

The  lender  may  use  agents, 
correspondents,  branches,  financial 
experts,  nonprofit  organizations  with  the 
primary  objective  of  land  preservation, 
or  other  institutions  or  persons  to 
provide  expertise  to  assist  in  carrying 
out  its  responsibilities.  Others  may 
participate  with  a  lender,  but  FmHA’s 
relationship  will  be  solely  with  the 
lender. 

§§1980.928-1980.932  [Reserved] 

§  1980.933  Full  faith  and  credit 

The  Loan  Note  Guarantee  will  be 
effective  for  a  period  not  exceeding  10 
years  from  the  date  of  Loan  Note 
Guarantee.  It  constitutes  an  obligation 
supported  by  the  full  faith  and  credit  of 
the  United  States  and  is  incontestable 
except  for  fi-aud  or  misrepresentation  of 
which  the  lender  has  actual  knowledge 
at  the  time  it  becomes  such  lender  or 
which  the  lender  participates  in  or 
condones,  and  the  following: 

(a)  The  Loan  Note  Guarantee  will  not 
be  honored  by  FmHA  to  the  extent  that 
any  delinquency  or  loss  is  occasioned 
by  violation  of  usury  laws,  negligent 
servicing,  or  failure  to  obtain  the 
required  security,  regardless  of  the  time 
FmHA  acquires  knowledge  of  the 
foregoing.  Negligent  servicing  is  defined 
as  the  failure  to  perform  those  services 
which  a  reasonably  prudent  lender 
would  perform  in  servicing  its  own 
portfolio  of  loans  that  are  not 
guaranteed.  The  term  includes  not  only 
the  concept  of  a  failure  to  act  but  also 
not  acting  in  a  timely  manner  contrary 
to  the  manner  in  which  a  reasonably 
prudent  lender  would  act;  and 

(b)  The  Loan  Note  Guarantee  will  not 
be  honored  by  FmHA  to  the  extent  that 
loan  funds  were  used  for  purposes 
inconsistent  with  this  subpart. 

§1980.934  LoanRmlts. 

Each  eligible  State  may  receive  no 
more  than  $10  million  in  loans 
guaranteed  under  this  subpart  per 
Federal  fiscal  year. 

§1980.935  InterMt  rat*. 

The  interest  rate  may  be  a  fixed  or 
variable  rate  as  negotiated  between  the 
proposed  borrower  and  lender.  At  no 
time  will  the  interest  rate  exceed  10 
percent  per  year. 

§§1980.936-1980.939  [RescrvMl] 

§1980.940  Term*  of  loan  repaynwnt 

The  terms  of  the  loan  will  be 
negotiated  between  the  proposed 
borrower  and  lender  with  the  exception 
of  the  interest  payments  which  will  be 
due  annually.  Principal  and  interest  will 
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be  due  and  payable  as  provided  in  the 
debt  instrument. 

§  1980.941  Interest  assistance. 

Form  FmHA  1980-78,  “Interest 
Assistance  Agreement  (AgriculUu'al 
Resource  Conservation  Demonstration 
Program),”  will  fully  document  the 
interest  assistance  to  be  provided  by 
FmHA.  The  lender  will  annually  advise 
FmHA  of  the  accrued  interest  due  by 
completing  Form  FmHA  1980-24, 
“Request  Interest  Rate  Buydown/ 
Subsidy  Payment  to  Guaranteed 
Lender,"  and  FmHA  will  request  the 
funds  from  the  Finance  Office.  These 
funds  shall  be  deposited  into  the  State 
trust  fund  and  shall  be  used  solely  to 
pay  interest  on  the  loan  as  it  becomes 
due. 

(a)  In  each  of  the  first  5  years,  FmHA 
will  pay  to  the  borrower  an  amount 
equal  to  the  annual  interest  payment 
due. 

(b)  In  each  of  the  sixth  through  tenth 
years.  FmHA  will  pay  to  the  borrower  a 
portion  of  the  annual  interest  payment 
due.  This  portion  will  be  the  greater  of: 

(1)  An  amount  equal  to  3  percentage 
points  of  the  interest  due  as  prescribed 
in  the  debt  instrument;  or 

(2)  An  amount  equal  to  the  difference 
between  the  interest  due  as  prescribed 
in  the  debt  instrument  and  that  charged 
by  FmHA  to  its  Limited  Resource 
Operating  Loan  borrowers  (as 
prescribed  in  Exhibit  B  of  FmHA 
Instruction  440.1,  available  in  any 
FmHA  Office). 

§  1980.942  Equal  opportunity  and 
nondiscrimination  raquiraments. 

In  accordance  with  the  Equal  Credit 
Opportunity  Act,  title  V  of  I^blic  Law 
93-495,  with  respect  to  any  aspect  of  a 
credit  transaction,  neither  the  lender  nor 
FmHA  will  discriminate  against  any 
borrower  or  proposed  borrower,  and  the 
borrower  will  not  discriminate  against  a 
proposed  seller  of  rights  or  property  on 
the  basis  of  race,  color,  religion,  national 
origin,  age,  sex,  marital  status,  or 
physical/mental  handicap,  providing  the 
person  can  execute  a  legal  dociunent. 
The  lender  will  comply  with  the 
requirements  of  this  act  as  set  forth  in 
the  Federal  Reserve  Board’s  regulation 
implementing  this  act.  (See  12  CFR  part 
202). 

§  1980.943  Other  Federal,  State,  and  local 
requirementa. 

(a)  In  addition  to  the  speciHc 
requirements  of  this  subpart  loan 
proposals  will  be  coordinated  with  all 
appropriate  Federal,  State,  and  local 
agencies. 

(b)  Effective  with  the  issuance  of  the 
Loan  Note  Guarantee,  borrowers  and 


lenders  are  required  to  comply  with  all 
applicable  Federal,  State,  or  local  laws; 
regulatory  commission  rules; 
ordinances;  and  regulations  which  are 
presently  in  existence,  or  may  be  later 
adopted,  including,  but  not  limited  to, 
those  governing  the  following: 

(1)  Arrowing  money,  pledging 
secmity,  and  raising  revenues  for  loan 
repayment; 

(2)  Land  use  zoning;  and 

(3)  Protection  of  the  environment. 

§§1980.944-1980.947  [Reserved] 

§  1980.948  Economic  feasibility 
requirements. 

All  loans  made  under  the  provisions 
of  this  subpart  must  be  based  on  taxes, 
assessments,  or  other  satisfactory 
sources  of  revenue  in  an  amount 
sufficient  to  provide  for  operating 
expenses  and  debt  repayment. 

§  1980.949  [Reserved] 

§  1980.950  Security  requirements. 

(a)  The  lender  is  responsible  for 
seeing  that  proper  and  adequate  security 
is  obtained  and  maintained  in  existence, 
and  of  record,  to  protect  the  interests  of 
the  lender  and  FmHA. 

(b)  Security  must  be  of  such  a  nature 
that  repayment  of  the  loan  is  reasonably 
assured.  The  security  may  include,  but  is 
not  limited  to: 

(1)  General  obligation  bonds,  pledges 
of  taxes  or  assessments;  and 

(2)  To  the  extent  consistent  with 
relevant  banking  laws  and  practices,  the 
investments  and  deposits  described  in 

S  1980.910(c)  of  this  subpart. 

(c)  Easements  and  land  purchased 
with  loan  funds  may  not  be  pledged  as 
security. 

§  1980.951  [Reserved] 

§  1980.952  Fees  and  charges  by  the 
lenders. 

(a)  Routine  charges  and  fees.  The 
lender  may  establish  the  charges  and 
fees  for  the  loan  provided  they  are  the 
same  as  those  charged  other  applicants 
for  similar  types  of  transactions. 
“Similar  types  of  transactions”  include 
similar  non-guaranteed  loans. 

(b)  Late  payment  and  default  charges. 
Late  payment  and  default  charges  will 
not  be  covered  by  the  guarantee  and 
will  not  be  added  to  the  principal  and 
interest  due.  Such  charges  may  be 
assessed  only  if: 

(1)  They  are  routinely  made  by  the 
lender  in  all  types  of  loan  transactions; 

(2)  The  payment  in  cash,  check, 
money  order,  wire  transfer,  or  similar 
medium  has  not  been  received  by  the 
lender  at  its  main  office,  branch  office, 
or  other  designated  place  of  payment; 
and 


(3)  The  lender  agrees  with  the 
borrower  in  writing  that  late  payment 
charges  will  not  be  increased  while  the 
Loan  Note  Guarantee  is  in  effect. 

§  1980.953  Environmental  requirementa. 

The  FmHA  is  responsible  for  assuring 
that  the  requirements  of  subpart  G  of 
part  1940  of  this  chapter  are  met.  The 
FmHA  will  review  the  complete 
application  and  initiate  a  Class  II 
environmental  assessment.  This 
assessment  will  focus  on  the  potential 
cumulative  impacts  of  the  easements, 
and  other  practices  authorized  by  this 
subpart  that  can  be  identified  at  the  time 
the  assessment  is  completed.  The 
borrower  will  provide  a  written 
statement  from  the  State  Historic 
Preservation  Officer  (SHPO)  to  the 
lender  of  any  effect  that  can  be 
identified  at  the  time  the  loan 
application  is  submitted,  that  the 
practices  authorized  by  this  subpart  wall 
have  on  any  district  site,  structiu%,  or 
object  that  has  been  or  is  eligible  to  be 
included  in  the  National  Register  of 
Historic  Places.  (See  subpart  F  of  part 
1901  of  this  chapter.) 

§1980.954-1980.956  [Reserved] 

§  1980.957  Application  processing. 

(a)  Application  conference.  The  State 
Director  wrill  arrange  for  a  conference 
with  the  lender  and  proposed  borrower 
to  provide  copies  of  appropriate 
appendices  and  forms  and  furnish 
guidance  necessary  for  orderly 
application  processing.  The  FmHA  will 
confirm  decisions  made  at  this 
conference,  by  letter,  to  the  lender  and 
proposed  borrower.  The  State  Director 
will  arrange  for  additional  conferences 
as  needed. 

(b)  Contents  of  application  package. 

(1)  Completed  SF-424.1,  “Application  for 
Federal  Assistance.” 

(2)  Form  FmHA  1980-74,  “Application 
for  Loan  and  Guarantee  (Agricultiu'al 
Resource  Conservation  Demonstration 
Program).” 

(3)  Proposed  loan  agreement 
containing  at  least  the  following: 

(i)  Proposed  security;  and 

(ii)  Proposed  borrower's  financial 
projections  including  the  plan  for  loan 
repayment. 

(4)  State  Farmland  Preservation  Plan 
(see  §  1980.918  of  this  subpart). 

(5)  Evidence  that  the  required  State 
matching  funds  will  be  available  at  loan 
closing. 

(6)  Copies  of  the  proposed  borrower's 
organizational  dociunents  when  the 
proposed  borrower  is  not  a  State. 

(7)  Evidence  that  a  farmland 
preservation  program  was  being 
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operated  or  administered  on  August  1, 
1991. 

(8)  Form  FmHA  1910-11,  “Applicant 
CertiHcation  Federal  Collection  Policies 
for  Consumer  or  Commercial  Debts." 

(9)  Any  additional  information  as  may 
be  required  by  the  State  Director. 

(c)  Review  of  decision.  FmHA  will 
complete  Form  FmHA  1942-43,  "Project 
Summary  Commimity  Facilities  (Other 
Than  Utility-type  Projects}."  A 
determination  will  be  made  as  to 
whether  the  proposed  borrower  is 
eligible,  the  proposed  loan  is  for  eligible 
purposes,  there  is  reasonable  assurance 
of  repayment  ability,  security  is 
sufficient,  the  proposed  loan  complies 
with  all  applicable  statutes  and 
regulations,  and  adequate  funds  are 
available. 

(d)  Issuing  Conditional  Commitment 
for  Guarantee.  (1)  If  FmHA  decides  to 
conditionally  commit  to  guaranteeing 
the  loan,  it  will  provide  the  lender  and 
proposed  borrower  with  the  Conditional 
Commitment  for  Guarantee,  listing  ail 
conditions  for  the  guarantee  and  a  full 
description  of  the  approved  uses  of 
guaranteed  loan  funds. 

(2)  If  at  any  time  prior  to  issuance  of 
the  Conditional  Commitment  for 
Guarantee,  FmHA  decides  that 
favorable  action  will  not  be  taken,  the 
State  Director  will  notify  the  lender  in 
writing  of  the  reasons  why  the  request 
was  not  favorably  considered.  The 
notification  will  state  that  a  review  of 
this  decision  by  FmHA  may  be 
requested  by  the  lender  under  §  1980.990 
of  this  subpart  and  subpart  B  of  part 
1900  of  this  chapter.  The  Federal  Agency 
that  administers  compliance  with  this 
law  is  the  Federal  Trade  Commission, 
Equal  Credit  Opportunity,  Washington, 
DC  20580. 

(3)  The  State  Director  will  send  copies 
of  the  following  documents  to  the 
National  Office  Community  Facilities 
Division  within  30  days  after  the 
Conditional  Commitment  for  Guarantee 
has  been  accepted: 

(i)  Project  Summary,  Form  FmHA 
1942-43; 

(ii)  Executed  Lender's  Agreement, 
Form  FmHA  1980-76: 

(iii)  Executed  Conditional 
Commitment  for  Guarantee  (with 
attachments)  accepted  by  the  lender  and 
proposed  borrower.  Form  FmHA  1980- 
75; 

(iv)  Proposed  loan  agreement  between 
the  lender  and  proposed  borrower; 

(v)  Application  for  Loan  and 
Guarantee,  Form  FmHA  1980-74;  and 

(vi)  Lender  Certification  required  by 
§  1980.966(3}  of  this  subpart,  if  the  Loan 
Note  Guarantee  has  been  issued.  If  it 
has  not  been  issued,  provide  a  proposed 


date  for  its  issuance  in  the  cover 
memorandum. 

§1980.958  [RM«rvMll 

§  1980.959  Reaarving/obligating  fuiMla 
and  loan  approvaL 

(a)  The  State  Director  is  authorized  to 
approve  loans  made  imder  this  subpart 
in  accordance  with  Exhibit  B  of  FmHA 
Instruction  1901-A,  (available  in  any 
FmHA  Office.} 

(b)  The  State  Director  will  prepare  an 
original  and  two  copies  of  Form  FmHA 
1940-3  for  each  loan  to  be  obligated.  The 
State  Director  will  sign  the  original  and 
one  copy  and  conform  the  second  copy. 
The  form  will  not  be  mailed  to  the 
Finance  Office.  FmHA  will  prepare  and 
execute  Form  FmHA  1980-75,  and  notify 
the  lender  of  the  approval  by  forwarding 
signed  copies  of  Form  FmHA  1940-3  and 
the  Conditional  Commitment  for 
Guarantee  to  the  lender  on  the 
obligation  date  (unless  the 
Administrator  has  given  the  Finance 
Office  prior  authorization  to  obligate 
before  the  6-day  reservation  period,  and 
directs  the  State  Director  to  forward 
Form  FmHA  1940-3  to  the  lender  prior  to 
issuing  of  the  Conditional  Commitment 
for  Guarantee.}  The  State  Director  will 
record  the  actual  date  of  lender 
notification  on  the  original  Form  FmHA 
1940-3  and  retain  the  original  and 
remaining  conformed  copy.  The  State 
Office  terminal  will  be  used  to  request 
the  reservation  /obligation  of  funds. 
When  the  State  Office  terminal  is 
inoperative  and  will  be  for  a  significant 
period  of  time  or  during  emergency 
situations,  the  State  Office  will  request 
the  Finance  Office  to  reserve/obligate 
the  funds.  Any  specific  seciu^ty, 
processing,  or  reporting  requirements 
will  be  addressed  at  the  time  of  the 
telephone  call. 

(c)  All  loan  guarantee  applications 
must  be  approved,  or  disapproved,  and 
the  lender  notified  in  writing,  within  30 
days  of  receipt  of  a  completed 
application. 

(1}  If  an  application  is  not  complete. 
FmHA  will  provide  the  lender  with  a 
written  listing  of  the  items  missing 
within  20  days  of  receipt  of  the 
application. 

(2}  When  a  decision  to  disapprove  an 
application  is  reversed  or  revised  by  an 
appeal,  FmHA  will  notify  the  lender  of 
the  action  within  15  days  after  the 
reversal/revision  decision  is  made. 

(d)  Loans  in  Vermont  must  be 
approved  or  disapproved,  and  the  lender 
notified  in  writing,  within  30  days  of 
receipt  of  a  complete  application.  The 
Loan  Note  Guarantee  and  Interest 
Assistance  Agreement  shall  be  issued 
upon  request  of  the  lender  once  the  loan 


is  approved.  All  conditions  of  the 
Conditional  Commitment  for  Guarantee 
must  be  met  prior  to  the  loan  being 
closed  and  the  Loan  Note  Guarantee 
being  issued.  The  other  cemditions  for 
loan  approval  and  issuing  the  Loan  Note 
Guarantee  in  Vermont  are  consistent 
with  other  States,  unless  otherwise 
specified. 

§  1980.960  Case  and  identification 
numbers. 

(a)  Case  Number.  The  case  number 
will  be  the  proposed  borrower’s  Internal 
Revenue  Service  Taxpayer 
Identification  (Tax  ID}  Number, 
preceded  by  the  State  and  county  code 
numbers.  FmHA  will  provide  the  lender 
with  these  numbers.  Only  one  case 
number  will  be  assigned  to  each 
borrower  regardless  of  the  number  of 
loans  it  has,  unless  an  exception  is 
granted  by  the  National  Office. 

(b)  Temporary  ID  numbers.  When  a 
proposed  borrower  has  not  received  a 
Tax  ID  Number,  FmHA  will  assign  a 
temporary  ID  number.  See  the  Forms 
Manual  Insert  (FMI)  for  Form  FmHA 
1940-3,  "Request  for  Obligation  of  Funds 
(Guaranteed  Loans},”  for  specific 
instructions.  Any  temporary  ID  number 
assigned  by  FmHA  must  be  replaced 
with  the  Tax  ID  Number  prior  to  issuing 
the  Loan  Note  Guarantee,  unless  prior 
approval  of  the  National  Office  is 
received. 

(c)  ID  number  of  lender.  The  lender’s 
Tax  ID  Number  will  be  used  as  its  ID 
number  in  correspondence  and  FmHA 
forms  relating  to  the  guarantee. 

§§1980.961-1980.962  [rtoMrved] 

§  1980.963  Funding  applications. 

In  order  to  ensure  the  equitable 
distribution  of  funds  available  for  loan 
guarantees  under  this  subpart,  the 
National  Office  will  retain  all  the 
authorized  funds  in  the  National  Office. 
All  complete  approved  applications 
received  from  eligible  borrowers,  except 
Vermont  by  July  1  of  each  fiscal  year 
will  be  fimded  subject  to  the  availability 
of  funds.  They  will  be  funded  on  a 
proportional  basis,  based  on  the  size  of 
the  loan  requested. 

§  198a964  National  Offica  raview. 

(a)  The  following  will  be  submitted  to 
the  National  Office  when  the  loan 
guarantee  exceeds  the  State  Director’s 
approval  authority: 

(1}  Transmittal  memorandum 
including: 

(i)  State  Director’s  recommendation; 

(ii)  Date  of  expected  obligation;  and 

(iii)  Any  unusual  circumstances; 

(2}  Entire  application  package;  and 
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(3)  Complete  Class  II  environmental 
assessment. 

(b)  In  all  cases,  the  State  Farmland 
Preservation  Plan  will  be  submitted  to 
the  National  Office  for  concurrence 
prior  to  issuing  the  Conditional 
Commitment  for  Guarantee. 

§  1980.965  Review  of  requirements  of  tfM 
Conditional  Commltinent  for  Guarantee. 

Immediately  after  reviewing  the 
conditions  and  requirements  in  the 
Conditional  Commitment  for  Guarantee, 
the  lender  and  proposed  boirower 
should  complete  and  sign  the 
“Acceptance  of  Conditions”  section  of 
the  form  and  return  a  copy  to  FmHA.  If 
certain  conditions  cannot  be  met  the 
lender  and  proposed  borrower  may 
propose  alternate  conditions  to  FmHA. 

§  1980.966  Conditions  pracadsnt  to 
Issuing  tha  Loan  Hots  Qutfantss. 

(а)  Lender  certification.  The  lender 
must  certify  that: 

(1)  No  major  changes  have  been  made 
in  the  lender's  loan  conditions  and 
requirements  since  the  issuance  of  the 
Conditional  Commitment  for  Guarantee, 
except  those  approved  in  the  interim  by 
Fmli\  in  writing: 

(2)  Truth  in  lending  requirements,  if 
applicable,  have  been  met; 

(3)  All  equal  employment  opportunity 
and  nondiscrimination  requirements 
have  been,  or  will  be,  met  at  the 
appropriate  time; 

(4)  The  loan  has  been  properly  closed, 
and  the  required  security  instruments 
have  been  obtained; 

(5)  The  borrower  has  marketable  title 
to  the  collateral  subject  only  to  the 
instrument  securing  the  guaranteed  loan 
and  other  exceptions  approved  in 
writing  by  FmHA; 

(б)  Lien  priorities  are  consistent  with 
requirements  of  the  Conditional 
Commitment  for  Guarantee; 

(7)  All  other  requirements  of  the 
Conditional  Commitment  for  Guarantee 
have  been  met; 

(8)  If  any  advances  have  occurred, 
they  were  made  for  purposes  consistent 
with  the  Conditional  Commitment  for 
Guarantee  and  as  specified  in  the  Form 
FmHA  1980-74,  “Application  for  Loan 
and  Guarantee."  A  copy  of  a  detailed 
loan  settlement  statement  of  the  lender 
will  be  attached  to  support  this 
certification;  and 

(9)  There  has  been  no  adverse 
change(s)  in  the  proposed  borrower's 
financial  condition  nor  any  other 
adverse  change  in  the  proposed 
borrower  during  the  period  of  time  from 
FmHA's  issuance  of  the  Conditional 
Commitment  for  Guarantee  to  issuance 
of  the  Loan  Note  Guarantee.  The 
lender's  certification  must  address  all 


adverse  changes  of  the  proposed 
borrower  and  its  guarantors  not  more 
than  60  days  old  at  time  of  certification. 

(b)  Execution  of  Lender's  Agreement. 
The  lender  has  executed  and  delivered 
the  Lender's  Agreement  Form  FmHA 
1980-76,  to  FmHA. 

(c)  Changes  in  Conditional 
Commitment  for  Guarantee.  Once  the 
Conditional  Commitment  for  Guarantee 
is  issued  and  accepted  by  the  lender  and 
proposed  borrower,  only  minor  changes 
will  be  considered  unless  otherwise 
provided  for  in  this  subpart. 

(d)  Preguarantee  review.  Coincident 
with,  or  immediately  after  loan  closing, 
the  lender  will  contact  FmHA  and 
provide  those  documents  and 
certifications  required  in  §  1980.966(a]  of 
this  subpart.  For  any  loans  involving 
bonds,  the  opinion  of  a  recognized  ^nd 
counsel  will  be  reviewed  to  determine 
the  adequacy  of  the  bonds  issued  or  to 
be  issued.  Only  when  the  State  Director 
is  satisfied  that  all  conditions  for  the 
guarantee  have  been  met  will  the  Loan 
Note  Guarantee  be  executed. 

(e)  Review  by  OGC  The  State 
Director  will  forward  the  loan  docket  to 
the  Office  of  the  General  Counsel  (OGC) 
for  review  prior  to  issuing  the  Loan  Note 
Guarantee,  but  after  the  Conditional 
Commitment  for  Guarantee  has  been 
issued  and  after  the  lender's  proposed 
closing  documents  with  lender's  legal 
counsel's  opinion  have  been  received  by 
FmHA.  The  State  Director  will  include 
with  the  docket  a  letter  identifying  any 
items,  documents,  or  problems  that  may 
have  a  significant  impact  on  the  loan  or 
guarantee  or  may  be  contrary  to  the 
regulations  and  need  to  be  specifically 
addressed.  Copies  of  the  following 
documents  should  be  submitted  to  OGC 
for  review: 

(1)  National  Office  concurrence  letter, 
if  applicable; 

(2)  Form  FmHA  1980-75,  “Conditional 
Commitment  for  Guarantee,"  including 
any  amendments; 

(3)  Loan  agreement; 

(4)  Proposed  promissory  notes  and/or 
bond  transcripts; 

(5)  Proposed  security  instruments; 

(6)  Proposed  Form  FmHA  1980-76, 
“Lender's  Agreement”; 

(7)  Proposed  lender  certifications  as 
required  by  S  1980.966(a)  of  this  subpart: 
and 

(8)  Opinion  of  lender's  counsel  in  form 
prescribed  by  OGC. 

(f)  OGC  advice.  OGC  will  review  the 
docket  and  furnish  advice  to  FmHA  on 
whether  it  should  issue  the  Loan  Note 
Guarantee  once  the  loan  is  closed.  Such 
advice  is  for  the  benefit  of  FmHA  only 
and  does  not  relieve  the  lender  of  any  of 
its  responsibilities  under  FmHA 
regulations.  Any  deficiencies  noted  by 


OGC  will  be  corrected  prior  to  issuing 
the  Loan  Note  Guarantee. 

(g)  Loan  closing.  The  lender  will 
notify  FmHA  when  the  date  for  loan 
closing  has  been  established. 

(h)  Substitution  of  borrower.  FmHA 
will  not  issue  a  Loan  Note  Guarantee  to 
a  lender  who  is  in  receipt  of  a 
Conditional  Commitment  for  Guarantee 
with  an  obligation  in  a  previous  fiscal 
year,  if  the  originally  approved  proposed 
borrower  (including  changes  in  legal 
entity)  is  Ranged.  All  requests  for 
exceptions  must  be  approved  by  the 
FmHA  National  Office. 

(i)  Inspections.  The  lender  will  notify 
FmHA  of  any  scheduled  field 
inspections.  FmHA  may  attend  such 
field  inspections.  Any  inspections  or 
reviews  conducted  by  FmHA,  including 
those  with  the  lender,  are  for  the  sole 
benefit  of  FmHA.  FmHA  inspections  do 
not  relieve  any  parties  of  interest  of 
their  responsibilities  to  conduct 
necessary  inspections,  nor  ctui  these 
parties  rely  on  FmHA's  inspections  in 
any  manner  whatsoever. 

S  1980.967  Substitution  of  lonclsr. 

With  prior  written  concurrence  of  the 
FmHA  Administrator,  the  State  Director 
may  approve  the  substitution  of  a  new 
eligible  lender  in  place  of  a  lender  who 
holds  an  outstanding  Conditional 
Commitment  for  Guarantee  (where  Loan 
Note  Guarantee  has  not  yet  been 
issued),  provided  there  are  no  changes 
in  the  proposed  borrower.  State 
Farmland  Preservation  Plan,  loan 
conditions,  or  loan  agreement.  To  effect 
such  a  substitution,  ffie  former  lender 
will  provide  FmHA  with  a  letter  stating 
the  reasons  it  no  longer  desires  to  be  a 
lender.  The  substituted  lender  will 
execute  a  new  Part  “B"  of  the 
Application  for  Loan  and  Guarantee.  If 
approved  by  FmHA,  the  Administrator 
will  issue  a  letter  of  amendment  to  the 
original  Conditional  Commitment  for 
Guarantee,  reflecting  the  new  lender 
who  will  acknowledge  acceptance  of  the 
letter  or  amendment  in  writing.  The 
State  Director  will  complete  Form 
FmHA  1980-42,  “Notice  of  Substitution 
of  Lender." 

§  1980.968  Issuance  of  Lender’s 
AgreemenL  Loan  Note  GUiarantee,  and 
Interest  Assistance  Agreement 

(a)  Lender’s  Agreement.  If  FmHA 
finds  that  all  requirements  have  been 
met  the  lender  and  FmHA  will  execute 
Form  FmHA  1980-76.  The  original  will 
be  delivered  to  FmHA  and  a  signed 
duplicate  original  retained  by  the  lender. 
There  will  be  a  Lender's  Agreement 
executed  for  all  loans  guaranteed  by 
FmHA. 
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(b)  Loan  Note  Guarantee.  (1)  Upon 
receipt  of  the  executed  Lender’s 
A^ement  and  after  all  requirements 
have  been  met,  FmHA  will  execute  the 
Loan  Note  Guarantee,  Form  FmHA 
1980-77.  The  original  will  be  retained  by 
the  lender  and  attached  to  the  original 
note.  A  conformed  copy  with  a 
conformed  copy  of  the  note  attached 
will  be  retained  by  FmHA. 

(2)  If  the  lender  has  selected  the  multi¬ 
note  system  as  provided  in  the  Lender's 
Agreement,  a  Loan  Note  Guarantee  will 
be  prepared  and  attached  to  each  note 
the  borrower  issues.  All  the  notes  will 
be  listed  on  each  Loan  Note  Guarantee. 

(3)  If  the  lender  requests  a  series  of 
new  notes  to  replace  previously  issued 
guaranteed  notes  as  provided  in  the 
Lender’s  Agreement,  the  State  Director 
may  reissue  new  Loan  Note  Guarantees 
in  exchange  for  the  original  Loan  Note 
Guarantees. 

(c)  Interest  Assistance  Agreement 
Form  FmHA  1980-78,  will  be  executed 
concurrently  with  the  Loan  Note 
Guarantee. 

(d)  FmHA ’s  refusal  to  execute  the 
Loan  Note  Guarantee.  If  FmHA 
determines  that  it  cannot  execute  the 
Loan  Note  Guarantee  because  all 
requirements  have  not  been  met,  it  will 
promptly  inform  the  lender  of  the 
reasons,  giving  a  reasonable  period 
within  which  to  satisfy  FmHA 
objections.  If  the  lender  writes  FmHA 
within  the  period  allowed  requesting 
additional  time  to  satisfy  the  objections, 
FmHA  may,  in  writing,  grant  any 
additional  time  it  considers  necessary 
and  reasonable.  If  the  lender  is  unable 
to  satisfy  FmHA  objections,  the  lender 
will  be  informed  of  its  appeal  rights  as 
set  out  in  S  1980.990  of  this  subpart  and 
subpart  B  of  part  1900  of  this  chapter. 

(e)  Cancellation  of  obligation.  If  the 
conditions  for  the  loan  are  rejected  or 
cannot  be  met  after  completion  of  any 
appeal,  FmHA  will  cancel  the  obligation 
using  Form  FmHA  1940-10, 
“Cancellation  of  U.S.  Treasury  Check 
and/or  Obligation.’’ 

(f)  Payment  of  guarantee  fee.  The 
lender  will  prepare  a  Form  FmHA  1980- 
19,  "Guaranteed  Loan  Closing  Report," 
for  each  loan  to  be  guaranteed,  and 
deliver  with  the  guarantee  fee  to  the 
FmHA  representative  who  concurrently 
delivers  the  Loan  Note  Guarantee.  The 
State  Office  will  enter  guarantee  fees 
received  on  Form  FmHA  451-2, 
“Schedule  of  Remittances,"  and  process 
in  accordance  with  subpart  B  of  part 
1951  of  this  chapter. 

(g)  FmHA  representatives  authorized 
to  execute  forms.  State  Directors  and.  if 
delegated  by  the  State  Director, 
Community  Programs  and  Community 
and  Business  Programs  Chiefs  are 


authorized  to  execute  the  Lender’s 
Agreement.  Loan  Note  Guarantee,  and 
Interest  Assistance  Agreement. 

$§1980.969-1980.972  [ResMVMl] 

$  1980.973  Disbursement  of  funds. 

The  lender  is  responsible  for  assuring 
that  guaranteed  loan  funds  are 
disbursed  in  accordtince  with  the 
provisions  of  this  subpart. 

$1980.974  [Reserved] 

$  1980.975  Loan  servicing. 

In  accordance  with  the  lender’s  loan 
agreement,  the  lender  will  be 
responsible  for  servicing  the  entire  loan, 
including  any  advances  made  to  the 
lender  by  FmHA  under  its  guarantee  of 
timely  payments  in  accordance  with  the 
Loan  Note  Guarantee.  The  lender  will 
notify  FmHA  of  any  violations  of  the 
lender’s  loan  agreement. 

(a)  The  lender  will  require,  at  a 
minimum,  annual  audited  financial 
statements  which  will  be  reviewed  by 
the  lender  and  a  copy  forwarded  to  the 
FmHA  State  Office  with  a  summary 
evaluation  by  the  lender.  After  receipt  of 
the  evaluation,  the  State  Director  will 
determine  if  a  joint  FmHA,  lender,  and 
borrower  visit  will  be  necessary.  Lender 
visits  to  the  borrower  will  be  conducted 
at  least  once  every  3  years  but  may  be 
scheduled  more  frequently  if  conditions 
warrant.  Borrowers  with  problem  loans 
will  be  visited  by  the  lender  at  least 
annually. 

(b)  The  lender  will  make  an  initial 
visit  to  the  borrower  within  the  first  6 
months  following  the  initial  loan  closing 
to  review  the  borrower’s  accounts  and 
procedures. 

(c)  The  State  Director  will  meet 
annually  with  each  lender  or  his/her 
agent  with  whom  a  loan  guarantee  is 
outstanding  to  review  the  lender's 
performance  and  determine  if  any  future 
actions  are  needed.  FmHA  will 
document  the  meeting  in  the  running 
record  of  each  borrower  serviced  by  the 
lender  and  followed  with  a  letter  to  the 
lender. 

$  1980.976  Borrower  reports. 

The  borrower  will  furnish  the  State 
Director  with  an  annual  listing  of  the 
easements  and  properties  acquired  with 
guaranteed  loan  funds.  The  listing 
should  include  at  a  minimum: 

(a)  Location  of  each  easement  or 
property: 

(b)  Numbers  of  acres  under  each 
easement  or  property:  and 

(c)  Purchase  price  of  each  easement  or 
property. 


$  1980.977  Access  to  lender’s  records. 

The  lender  will  permit  representatives 
of  FmHA  and  other  agencies  of  the 
USDA  authorized  by  that  Department  to 
inspect  and  make  copies  of  any  records 
of  the  lender  pertaining  to  loans 
guaranteed  by  FmHA.  Such  inspection 
and  copying  may  be  made  diiring  the 
regular  office  hours  of  the  lender,  or  any 
other  time  the  lender  and  FmHA  find 
convenient. 

$1980.978  [Reserved] 

$  1980.979  Loan  classification. 

All  guaranteed  loans  made  under  this 
subpart  will  be  classified  by  FmHA  at 
loan  closing  and  again  whenever  there 
is  a  change  in  the  loan  which  would 
impact  on  the  original  classification.  The 
loans  will  be  classified  as  set  out  in 
FmHA  Instruction  1904-C  (available  in 
any  FmHA  Office). 

$  1980.980  Sale  or  assigfHnent  of 
guaranteed  loan. 

Loans  guaranteed  under  provisions  of 
this  subpart  may  not  be  sold  or  assigned 
by  the  lender  to  any  other  lender  or 
investor. 

$  1980.981  Defaults  by  borrower. 

The  FmHA  will  100  percent  guarantee, 
for  a  period  not  to  exceed  10  years  from 
the  date  of  the  Loan  Note  Guarantee,  the 
timely  payment  of  principal  and  interest 
due  on  loans  guaranteed  under 
provisions  of  this  subpart. 

(a)  In  case  of  monetary  default  or 
significant  non-monetary  default,  the 
lender  will  negotiate  with  the  borrower 
in  good  faith  in  an  attempt  to  resolve  the 
problem  and  cure  the  default.  If 
unsuccessful,  the  lender  will  arrange  a 
meeting  with  FmHA  and  the  borrower. 

A  memorandum  of  the  meeting,  listing 
the  individuals  in  attendance  and 
summarizing  the  problem  and  proposed 
solution  will  be  prepared  by  FmHA  and 
retained  in  the  FmHA  loan  file.  When  a 
solution  to  a  delinquency  cannot  be 
reached  within  60  days  of  the  payment 
due  date  and  when  requested  by  the 
lender,  in  writing,  using  Form  FmHA 
449-30,  “Loan  Note  Guarantee  Report  of 
Loss,"  FmHA  will  request  funds  from 
the  Finance  Office  to  pay  the 
delinquency.  The  check  will  be  made 
payable  to  the  lender. 

(1)  Such  advance  must  be  considered 
an  indebtedness  of  the  borrower  and 
will  accrue  interest  at  the  note  rate. 

(2)  Any  such  advance  is  immediately 
due  and  payable.  It  is  the  lender’s 
responsibility  to  collect  advances  from 
the  borrower  and  promptly  remit  to 
FmHA. 

(3)  The  loan  will  be  considered  a 
problem  loan  until  the  advance  and 


^4^^^^Fed«M^e^8t^^^oL^7^Ia^^^juesday^ebruar^^^99^jMRule^n(^Regulations^ 


accrued  interest  on  such  advance  are 
fully  repaid  by  the  borrower. 

(4)  Any  late  payment  or  default 
charges  will  not  be  paid  by  FmHA. 

(b)  Tlie  State  Director  will  report  all 
delinquent  and  problem  loans  quarteriy 
to  the  National  Office  Community 
Facilities  Division  by  the  10th  day  of 
January,  April,  July,  and  October. 

§1980.982  Uquidation. 

Liquidation  will  be  conducted  in 
accordance  with  the  Lender’s 
Agreement. 

(a)  When  either  the  lender  or  FmHA 
determines  that  liquidation  is  necessary, 
the  lender  will  prepare  a  liquidation 
plan.  The  State  Director  will  forward  the 
lender’s  liquidation  plan,  along  with 
appropriate  recommendations  and 
exceptions  to  the  plan,  to  the  National 
Office  Community  Facilities  Division. 
Guidance  will  be  provided  by  the 
National  Office. 

(b)  Within  delegated  auffiorities,  the 
State  Director  may  approve  a  written 
partial  liquidation  plan  submitted  by  the 
lender  covering  collateral  that  must  be 
immediately  protected  or  cared  for  to 
preserve  or  maintain  its  value.  Approval 
of  the  partial  liquidation  plan  must  be  in 
the  best  interest  of  the  Government  The 
approved  partial  liquidation  plan  is  only 
food  for  those  actions  necessary  to 
immediately  preserve  and  protect  the 
collateral  and  must  be  followed  by  a 
complete  liquidation  plan  prepar^  by 
the  lender. 

(c)  FmHA  will  exercise  its  option  to 
liquidate  only  when  there  is  reason  to 
believe  the  lender  is  not  likely  to  initiate 
liquidation  efforts  that  will  result  in 
maximum  recovery.  The  State  Director 
has  no  authority  to  exercise  this  option. 

§  1980.983  Protective  advances. 

Protective  advances  may  be  made  in 
accordance  with  the  Lender’s 
Agreement.  Protective  advances  are 
normally  involved  only  when  the  loan  is 
being  liquidated. 

(a)  Within  delegated  authorities,  the 
State  Director  may  approve  protective 
advances  in  writing.  Advances  must  be 
reasonable  when  associated  with  the 
value  of  collateral  being  preserved. 

(b)  When  considering  protective 
advances,  sound  judgement  must  be 
exercised  in  determining  that  the 
additional  funds  advanced  will  actually 
preserve  or  protect  the  collateral  and 
recovery  is  actually  enhanced  by 
making  the  advance. 

§§1980.984-1980.906  IReaervad] 

§  1980.987  Transfara  and  assumptions. 

(a)  General.  It  is  the  policy  of  FmHA 
to  approve  transfers  and  assumptions  of 
loans  to  transferees  who  will  continue 


the  original  purpose  of  the  guaranteed 
loan.  Ail  transfers  and  assumptions 
must  be  approved,  in  writing,  by  FmHA. 
Transfers  and  assumptions  may  be 
approved  subject  to  die  following; 

(1)  The  present  borrower  is  unable  or 
unwilling  to  accomplish  the  objectives 
of  the  guaranteed  loan; 

(2)  The  entire  unpaid  balance  on  die 
guaranteed  loan  is  assumed  by  the  new 
borrower,  and 

(3)  All  funds  in  the  State  Trust  Fund 
are  transferred  to  the  new  borrower. 

(4)  The  loan  will  continue  to  be 
secured  in  a  manner  equal  to  or  in  better 
greater  degree. 

(b)  Eligible  borrowers.  (1)  The  total 
indebtedness  must  be  transferred  to  an 
eligible  borrower  on  the  same  terms. 

(ZJ  A  guaranteed  loan  for  which  the 
transferee  Is  eligible  may  be  made  in 
connection  with  a  transfer. 

(c)  Transfer  fees.  Transfer  fees  are  a 
one-time  nonrefundable  cost  to  be 
collected  by  the  lender  at  the  time  of 
application  or  proposal. 

(1)  Amount.  The  transfer  fees  will  be  a 
standard  fee  plus  the  cost  of  the 
appraisaL  as  applicable.  This  fee  will  be 
established  by  the  FmHA  National 
O^ce  and  issued  annually  to  all  FmHA 
State  Offices  for  further  distribution. 

(2)  Remittance.  The  lender  will  collect 
and  submit  the  fee  to  the  FmHA  State 
Office.  The  FmHA  State  Office  will 
submit  the  fee  to  the  Finance  Office 
identified  as  a  transfer  fee  using  Form 
FmHA  451-2,  “Schedule  of  Remittance." 

(3)  Waiver.  When  the  State  Director 
determines  waiving  the  transfer  fee  is  in 
the  best  interest  of  the  Government,  the 
file  will  be  submitted  to  the  National 
Office  with  appropriate 
recommendations  for  the  request. 

(d)  Processing  transfers  and 
assumptions.  (1)  In  any  transfer  and 
assumption  case,  the  transferor,  may  be 
released  from  liability  by  the  lender 
with  FmHA  written  concurrence,  only 
when  the  value  of  the  collateral  being 
transferred  is  at  least  equal  to  the 
amount  of  the  loan  or  part  of  the  loan 
being  assumed. 

(2)  The  lender  will  issue  a  statement 
to  FmHA  that  the  transaction  can  be 
properly  transferred  and  the  conveyance 
instruments  will  be  filed,  registered,  or 
recorded  as  appropriate  and  legally 
permissible. 

(3)  The  State  Director  may  approve  all 
transfer  and  assumption  provisions, 
including  the  transferor’s  release  from 
liability,  if  the  guaranteed  loan  debt 
balance  is  within  his/her  loan  approval 
authority. 

Note:  The  assumption  will  be  reviewed  as 
if  it  were  a  new  loan.  The  Loan  Note 
Cuaranteefs)  will  be  endorsed  in  the  space 
provided  on  the  fonn(s). 


(4)  A  copy  of  the  Assumption 
Agreement  will  be  retained  in  the  FmHA 
file.  The  State  Director  will  notify  the 
Finance  Office  of  all  approved  transfer 
and  assumption  cases  on  Form  FmHA 
1980-7,  “Notification  of  Transfer  and 
Assumption  of  a  Guaranteed  Loan,"  and 
submit  Form  FmHA  1980-50,  “Add, 
Delete,  or  Change  Guaranteed  Loan 
Borrower  Information,"  for  all  new 
borrowers  and  Form  FmHA  1980-51, 
“Add,  Change,  or  Delete  Guaranteed 
Loan  Record,"  in  order  that  Finance 
Office  records  may  be  adjusted 
accordingly. 

(5)  If  the  guaranteed  loan  debt 
balance  is  in  excess  of  the  State 
Director's  loan  approval  authority,  the 
State  Director  will  forward  the  Hie, 
together  with  his/her  recommendations, 
to  the  National  Office  Community 
Facilities  Division  for  approval. 

(6)  The  assumption  will  be  made  on 
the  lender’s  form  of  assumption 
agreement  cmd  will  contain  the  FmHA 
case  number  of  the  transferor  and 
transferee. 

(7)  Loan  terms  cannot  be  changed. 

(8)  In  the  case  of  a  transfer  and 
assumption,  it  is  the  lender’s 
responsibility  to  see  that  all  such 
transfers  and  assumptions  will  be  noted 
on  all  originals  of  the  Loan  Note 
Guarantee(8).  Hie  lender  will  provide 
FmHA  a  copy  of  the  transfer  and 
assumption  agreement  Notice  must  be 
given  by  the  lender  to  FmHA  before  any 
borrower  or  guarantor  is  released  from 
liability. 

(e)  Submission  to  National  Office.  (1) 
All  proposed  transfers  or  assumptions 
will  be  forwarded  to  the  National  Office 
for  prior  review  and  approval  before 
making  any  commitments. 

(2)  All  submissions  to  the  National 
Office  will  contain: 

(i)  'Transfer  case  ffle; 

(ii)  OGC  comments  on  the  proposed 
tranter  or  assumption; 

(iii)  Appropriate  forms  to  complete  the 
transfer  prepared  by  the  transferee; 

(iv)  Completed  environmental  review; 
and 

(v)  Any  other  necessary  supporting 
information. 

§  1980.988  Bankruptcy. 

(a)  It  is  the  lender’s  responsibility  to 
protect  the  guaranteed  loan  and  all  the 
collateral  securing  it  in  bankruptcy 
proceedings.  These  responsibilities 
include,  but  are  not  limited  to,  the 
following; 

(Ij  The  lender  will  file  a  proof  of 
claim,  when  necessary,  and  all  the 
necessary  papers  and  pleadings 
concerning  the  case; 
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(2)  The  lender  will  attend  and,  when 
necessary,  participate  in  meetings  of  the 
creditors  and  all  court  proceedings; 

(3)  The  lender,  whose  collateral  is 
subject  to  being  used  by  the  trustee  in 
baidcruptcy,  will  immediately  seek 
adequate  protection  of  the  collateral; 

(4)  When  appropriate,  the  lender 
should  seek  dismissal  of  the 
proceedings;  and 

(5)  FmHA  will  be  kept  adequately  and 
regularly  informed,  in  writing,  of  all 
aspects  of  the  proceedings. 

(b)  Activities  related  to  bankruptcy 
proceedings  are  considered  loan 
servicing.  The  related  expenses  are  the 
responsibility  of  the  lender. 

(c)  In  banl^ptcy,  if  an  independent 
appraisal  is  necessary  in  Fml^'s 
opinion,  FmHA  and  the  lender  will 
share  such  appraisal  fee  equally. 

(d)  The  State  Director  should  report 
all  bankruptcy  cases  immediately  to  the 
National  Office  by  forwarding  a  copy  of 
Form  FmHA  1980-44,  “Guaranteed  Loan 
Borrower  Default  Status."  The  State 
Director  must  keep  OGC  informed  of  the 
proceedings. 

§  1980.989  State  Director's  additional 
authorizations  and  guidance. 

Any  proposed  servicing  actions  which 
the  State  Director  or  lender  is  not 
authorized  by  this  subpart  to  approve, 
will  be  referred  to  the  Administrator, 
Attention:  Commimity  Facilities 
Division. 

S  1980.990  Appeals. 

Only  the  borrower  or  proposed 
borrower  and  lender  can  appeal  FmHA 
decisions.  The  borrower  and  lender 
must  jointly  execute  the  written  request 
for  review  of  the  decision  made  by 
FmHA,  and  both  parties  must 
participate  in  the  appeal.  A  decision  by 
the  lender  which  may  be  adverse  to  the 
interest  of  the  borrower  or  proposed 
borrower  is  not  a  decision  by  FmHA, 
even  when  concurred  in  by  FmHA. 
Appeals  will  be  handled  in  accordance 
widi  subpart  B  of  part  1900  of  this 
chapter. 

§§1980.991-1980.994  [Rasarved] 

§  1980.995  Raplacamant  of  loss,  thaft, 
dastructlon,  mutilation,  or  dafacamant  of 
Form  FmHA  1980-77,  “Loan  Nota 
Guarantaa.” 

Except  where  the  evidence  of  debt 
was  or  is  a  bearer  instrument,  the  FmHA 
State  Director  is  authorized,  on  behalf  of 
FmHA,  to  issue  a  replacement  Loan 
Note  Guarantee(s]  to  the  lender  upon 
receipt  of  an  acceptable  certificate  of 
loss  and  an  indemnity  bond.  After  the 
required  documentation  has  been 
received,  the  State  Director  will  review 
all  documents  presented  by  the  lender  to 


assure  all  requirements  are  met  and 
consult  with  OGC  to  assure  that  all 
documents  are  of  legal  sufficiency 
before  the  reissuance  of  the  Loan  Note 
Guarantee(s). 

(a)  A  certificate  of  loss  properly 
notarized  should  include: 

(1)  Legal  name  and  present  address  of 
the  owner  who  is  requesting  the 
replacement  forms; 

(2)  Legal  name  and  address  of  lender 
of  record; 

(3)  Capacity  of  person  certifying; 

(4)  Full  identification  of  the  Loan  Note 
Guarantee  including  the  name  of  the 
borrower,  FmHA  case  number,  date  of 
the  Loan  Note  Guarantee,  face  amount 
of  the  evidence  of  debt  purchased,  date 
of  evidence  of  debt,  present  balance  of 
the  loan,  and  percentage  of  gueirantee. 
Any  existing  part  of  the  document  to  be 
replaced  should  be  attached  to  the 
certificate;  and 

(5)  A  full  statement  of  circumstances 
of  the  loss,  theft,  or  destruction  of  the 
Loan  Note  Guarantee. 

(b)  An  indemnity  bond  acceptable  to 
FmHA  shall  accompany  the  request  for 
replacement  except  when  the  holder  is 
the  United  States,  a  Federal  Reserve 
Bank,  a  Federal  Government 
Corporation,  a  State  or  Territory,  or  the 
District  of  Columbia.  The  bond  shall  be 
with  surety  except  when  the  outstanding 
principal  balance  and  accrued  interest 
due  the  present  holder  is  less  than 
$1,000,000  verified  by  the  lender  in 
writing  in  a  Letter  of  Certification  of 
balance  due.  The  surety  shall  be  a 
qualified  surety  company  holding  a 
certificate  of  authority  from  the  Security 
of  the  Treasury  and  listed  in  Treasury 
Department  Circular  580. 

(c)  All  indemnity  bonds  must  be 
issued  and/or  made  payable  to  the 
United  States  of  America  acting  through 
the  FmHA.  The  bond  shall  be  in  an 
amount  not  less  than  the  unpaid 
principal  and  interest.  The  bond  shall 
save  FmHA  harmless  against  and  claim 
or  demand  which  might  arise  or  against 
any  damage,  loss,  costs,  or  expenses 
which  mi^t  be  sustained  or  incurred  by 
reasons  of  the  loss  or  replacement  of  the 
instruments. 

(d)  In  those  cases  where  the 
guaranteed  loan  was  closed  under  the 
“Multi-Note  System"  provisions  of 
Lender’s  Agreement,  FmHA  will  not 
attempt  to  or  participate  in  the  obtaining 
of  replacement  notes  firom  the  borrower. 
Should  such  note  be  replaced,  the  terms 
of  the  note  cannot  be  changed.  The 
Lender’s  Agreement  describes  general 
conditions  for  reissuing  notes.  If  the 
evidence  of  debt  has  been  lost,  stolen, 
destroyed,  mutilated  or  defaced,  such 
evidence  of  debt  must  be  replaced 


before  FmHA  will  replace  any 
instruments. 

(e)  If  the  decision  is  to  reissue  Loan 
Note  Guarantee(s),  the  following 
procedure  will  be  followed: 

(1)  Multi-not  system.  A  new  Form 
FmHA  1980-77  will  be  prepared  using 
the  original  face  amounts  and  amounts 
guaranteed  (not  outstanding  loan 
balance).  At  the  top  of  the  form  type 
"This  Loan  Note  Guarantee  is  issued  to 

replace  the  original  dated _ 

which  was  (insert  “lost,  stolen, 
destroyed,  defaced  or  mutilated”).  Only 
execute  an  original  for  the  holder. 

Copies  may  be  conformed  for  the  lender 
and  FmHA  file.  If  borrower  notes  are 
needed,  they  must  be  obtained  by  the 
holder  from  the  borrower.  The 
indemnity  bond  must  be  kept  in 
safekeeping; 

(2)  The  lender  must  execute  the 
replacement  forms  prior  to  FmHA 
execution  of  the  same;  and 

(3)  Certificate  of  Incumbency  may  be 
provided. 

§  1980.996  Lander’s  requast  to  tarmlnata 
Loan  Nota  Guarantaa. 

If  the  Loan  Note  Guarantee  has  not 
automatically  terminated,  the  lender 
may  request  FmHA  to  terminate  the 
Loan  Note  Guarantee  for  any  reason. 
The  lender  will  provide  the  State 
Director  with  a  written  notice  that  the 
Loan  Note  Guarantee  is  paid  in  full  and/ 
or  terminated.  Within  30  days,  the  State 
Director  will  forward  a  memorandum  to 
the  Finance  Office  indicating  that  the 
loan  is  paid  in  full  and/or  the  Loan  Note 
Guarantee  is  cancelled  at  the  lender’s 
request. 

§§1980.997-1980.998  [Rasarvad] 

§  1980.999  FmHA  Forms. 

(a)  Forms  FmHA  1980-75, 
“Conditional  Commitment  for 
Guarantee  (Agricultural  Resource 
Conservation  Demonstration  Program)’’; 
FmHA  1980-76,  “Lender’s  Agreement 
(Agricultural  Resource  Conservation 
Demonstration  Program)’’;  FmHA  1980- 
77,  “Loan  Note  Guarantee  (Agricultural 
Resource  Conservation  Demonstration 
Program)”;  and  FmHA  1989-78,  “Interest 
Assistance  Agreement  (Agricultural 
Resource  Conservation  Demonstration 
Program)”;  and  incorporated  into  and 
made  a  part  of  this  subpart,  and  appear 
as  appendices  A,  B,  C,  and  D  to  this 
subpart  J. 

(b)  The  following  FmHA  forms  will  be 
used  in  the  processing  and  servicing  of 
loans  made  imder  this  subpart.  Refer  to 
the  Forms  Manual  Inserts  and  directions 
printed  on  the  form  for  specific  details 
concerning  completion  of  the  forms, 
number  of  copies,  and  distributions. 
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Copies  of  forms  may  be  obtained  from 
any  FmHA  State  office. 


F=mHA 


Fonn  Na 

TWe  of  tone 

Purpose  and  code* 

1000-77 

Used  to  document  FmHA's  guarantee  and  related  respon- 

10An-7fi  . .  . . . 

sibHities.  (1) 

Used  to  do^ment  lender's  responsibilities.  (2) 

1980-78—  —  . . . 

1980-74 .  . . . 

Used  to  document  FmHA's  agreement  to  subsidize  bor¬ 
rower's  interest  (1) 

Used  to  document  lender's  guarantee  request.  (3) 

1980-75  — . . . 

Used  to  document  FndiA's  concHtions  to  issue  Loan  Note 

iQsn-.o 

Guarantee.  (2) 

Used  to  approve  loan  and  establish  account.  (1) 

1980-19.  . - 

Used  to  pay  guarantee  fee  and  establish  guarantee  loan 
accotmL  ^ 

Used  by  lendw  to  request  interest  assistance. 

1980-24 . .  - . . . . . 

sso-on 

Used  to  request  definquent  payments.  (3) 

lOAO-SI 

Used  to  update  FmHA's  records  of  outstanding  balance  of 
loan.  (3) 

Used  to  change  FmHA  record  of  lender.  (1) 

Used  by  tender  to  transmit  payments  due  FmHA  as  a 

1960-42 .  . . 

lOMl-S.'l 

loao-AS 

holder.  (3) 

Used  by  fender  to  inlorm  FmHA  of  borrower  defauh  (3) 
Used  by  FmHA  to  Indicaito  to  finance  Office  liquidation 

1900-45 . . 

1980-46 . 

Reoort  of  Liotadatkin  Exoanss .  . .  .  _ 

responeibility.  (1) 

Used  by  FmHA  to  pay  Gqiidation  costs  or  appraisal  fees. 
(1) 

Used  by  FmHA  to  adjust  borrower  loan  account  (1) 
Used  by  FmHA  to  update  stetue  etoments  on  loans.  (I) 

lOftO-S? 

1080-49  _ 

Used  by  FmHA  to  update  borrower  Infotmafort  (1) 

Used  FmHA  to  request  reports  on  guaranteed  loans.  (1) 
Used  to  claim  reimbursement  for  losses.  (2) 

Used  by  FmHA  to  coNecI  appraisal  fees  recovered  from 

Exhibit  K  Subpart  G  of  Part  1940 . . 

Environnienlal  Assessment  for  Class  9  Actions — . . 

the  bquidabon  of  loan  assets.  (2) 

Format  for  Ciasa  H  Enrtroomeotel  Assessment  (1) 

*  OMta:  (1)  FmHA  use  only. 
@  FmHA  and  lender  use. 
(3)  Lender  uee  only. 


S  ieS0.10w0  OMB  control  numbor. 

The  reporting  and  recordkeeping 
requirements  contained  in  this 
relation  have  been  approved  by  the 
Office  of  Management  and  Budget  under 
section  3504(h)  of  the  Paperwork 
Reduction  Act  of  1960  cmd  have  been 
assigned  OMB  control  number  0575- 
0152.  Public  reporting  burden  for  diis 
collection  of  information  is  estimated  to 
average  1  hour  per  response  including 
time  for  reviewing  instructions, 
searching  existing  data  sources, 
gathering  and  maintaining  die  data 
needed,  and  completing  and  reviewing 
the  collection  of  information.  Send 
comments  regarding  this  burden 
estimate  or  any  other  aspect  of  this 
collection  of  information,  including 
suggestions  for  reducing  this  burden,  to 
the  Department  of  Agriculture, 

Clearance  Officer.  OIRM,  room  404-W. 
Washington,  DC  20250;  and  the  Office  of 
Management  and  Budget,  Attention: 
Desk  Officer  for  Fanners  Home 
Administration.  Washingtcm,  DC  20503. 


AppendicM  to  Subpart  J 

Form  Approved 
OMB  No.  0575-0152 

Appemfix  A— Form  FinHA  1900-75, 
Co^tkmd  CommitmeBt  for  GoaiaBtee 
AfficuHuial  Rasoatos  ConservatioB 
Demonstiatiao  Program 
7  CFR  Part  1900 
Subpart) 

Case  Na  ■■■ 

TO  Lender  . 

State  - 

Lender's  Address - 

Borrower  —  . 

Principal  Amount  of  Loan  $ - 

From  an  examinatimi  of  infbnnation 
supplied  by  the  leader  on  the  above  proposed 
loan,  and  other  relevant  information  deemed 
necessary,  it  appears  that  the  transaction  can 
properly  be  completed. 

Iherefore.  the  United  States  of  America 
acting  through  the  Farmers  Home 
Administration  (FtnHA)  hereby  agrees  diat 
in  accordance  with  applicable  provisions  of 
the  FmHA  regulations  published  in  the 
Federal  Ragislar  and  r^ted  fonns,  it  will 
execute  Forays)  FmHA  1900-77,  "Loan  Note 
Guarantee  (Agricultural  Resource 
Conservatim  Demonstration  Program)” 


sidrject  to  the  conditions  and  requirements 
specified  in  said  regulations  and  below. 

The  Loan  Note  Guarantee  fee  payable  by 
the  lender  to  FmHA  will  be  the  amount  as 
specified  in  the  regulations  on  the  date  of  this 
Conditional  Commitment  for  Guarantee.  The 
annual  interest  rate  for  the  loan  will  be 

_ %.  The  annual  interest  assistance  rate 

will  be _ %  for  years  1  throu^  5  and  for 

years  6  dirou^  10  a  rate  equal  to  die 
difference  between  the  note  interest  rate  and 
that  diarged  by  FmHA  to  its  Limited 
Resource  C^ierating  Loan  boirowers  but  not 
less  than  3  percent  per  annum.* 

A  Loan  Note  Guarantee  will  not  be  issued 
until  the  lender  certifies  as  required  in  7  CTR 
1980.966  there  have  been  no  adverse  changes 
in  the  borrower's  financial  condition,  or  any 
other  adverse  change  in  the  borrower's 
condition  during  the  period  of  time  from 
FmHA's  issuance  of  the  Conditional 
Commitment  for  Guarantee  to  issuance  of  the 
Loan  Note  Guarantee.  The  lender's 
cerdficatioa  must  address  all  adverse 
changes  and  be  supported  by  financial 
statements  of  the  IxHTOwer  and  its  guarantors 
not  more  than  60  days  old  at  the  time  of 
certification. 


*  inaert  the  fixed  interest  rste  and  the  appropriate 
interest  ssstetanos  rate. 
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Tliis  agreement  becomes  null  and  void 
unless  the  conditions  ave  accepted  by  the 
lender  and  borrower  wddiin  60  days  from  die 
date  of  issuance  by  FmHA.  Anynegotiations 
concerning  these  conditions  must  Ik 
completed  by  that  time. 

Except  as  set  out  below,  the  purposes  for 
which  ^e  lean  funds  will  be  used  and  the 
amounts  to  be  used  for  such  purposes,  will  be 
specified  in  Fotm  FmHA  1980-74, 
"Application  for  Loan  and  Guarantee”  and 
State  Farmland  Preservation  Plan.  Once  this 
instrument  is  execiited  fmd  returned  to 
FmHA,  no  major  change  in  conditions  or 
approved  loan  purpose  as  lifted  on  these 
forms  vdll  be  considered.  Additional 
conditions  and  requirements  including  tiie 
source  and  use  of  funds:* 

Tliis  conditional  cornmitment  will  expire  on 

- *  unless  the  time  is  extended  in  writing 

by  FmHA,  or  upon  the  lender's  earlier 
notification  to  FmHA  that  ft  does  not  desire 
!to  obtain  anPndMiguarantee. 

United  States  of  America 


Date:  - 

FmMA:  - 

(Title) 

Acceptance  of  Conditions 
To:  Farmers  Home  Administration  (FmHA)  * 
Hie  conditions  of  diis  Conditional 
Commitment  for  Guarantee,  including 
ettedunents,  are  acceptable  and  the 
undersigned  intend  lo  proceed  widi  the  loan 
transaction  and  request  issuance  of  a  Loan 
Note  Guarantee  within _ days. 

(Name  of  Lender) 


(Date) 

By. - 

{Signature  of  Lender) 


(Date) 


(Signature  of  Borrower) 

Form  Approved 
OMB  No.  0575-0152 

Appendix  B— FonnPmHA  1880-7B,  Lender’s 
Agreement  Agricultural'Resoiirce 
Conservation  Demonstration  Program 

FmHA  Loan  ID  No. - 

7  CFR  Part  1980 
Subpart ) 


{Lender)  of 


has  made  a -loan(s)  lo 


(Borrower) 


in  itiie  principal  amount  of  $ _ as  ovidenoed 

by - note(d  (include  Bond  as  appropriate) 

described  aslidlows: 


*  Insert  any  additional  conditions  or  Kquiraments 
in  this  space  or  on  an  attadiment  referred  to  in  this 
space. 

*<FniHA  wiIl  determine  the  expiration  date  of  this 
contract  ConaiderationwlU  be  given  to  ttK'date 
indicated'ty  the  lender  in  the  Acceptance  df 
Conditions. 

*  Return  completed  and  signed  ospy  of  diis  form 
to  issuing  FmHA  State  Office.  - 


The  United  States  of  America,  acting  fiirou^ 
Farmers  Home  Administration  :9?mHA),  has 
entered  intoa  "Loan  Note  Guarantee 
(Agricultural  Resource  Conservation 
Demonstration  Program)"  (Form  FmHA  1960- 
77}  or  lun  issued,  a  “Conditional  Commitment 
for  GuaranteeifAgricultural  Resonree 
Conservation  Demonstration  Program)” 

(Form  FmHA  1980-75]  to  enter  intod  Loan 
Note  Guarantee  with  die  lender  applicable  to 
such.  The  terms  of  the  Loan  Note  Gnarantee 
are  controlling. 

TAe  Parties  Agree; 

I.  FmHA  will  100  percent  guarantee  the 
timely  payment  df  principal  and  interest 
payments  due  for  a  period  not  to  exceed  10 
years  from  the  date  of  the  Loan  Nctte 
Guarantae. 

n.  Full  Faith  and  Credit.  The  Loan  Note 
Guarantee  constitutes  an  obligation 
supported  by  the  full  faidi  and-credit  of  the 
United  States  and  is  incante8table'except  .for 
fraud  or  miaiepreaentation  cl  which  the 
lender  has  actual  knowledge  at  die  time  h 
became  such  lender  or  wfaidi  the  lender 
participates  in  or  condones  and  the  fiiUowixig: 

The  Loan  Note  Guarantee  will  not  be 
honored  byPniHA  to  dw  extent  that  ai^ 
delinqnenoy  or  loss  is  occasioned  by 
violation  of  usury  laws,  negligent  servicing, 
or  ifailme  to  obtain  the  required  security 
regardless  of  the  time  at  wfaichPmHA 
acquires  knowledge  of  the  foregoing. 
Negligent  aenriciog  is  defined  as  the  failure  to 
perform  those  services  which  a  reasonably 
prudent  lender  would  perform  in  serviemg  its 
owoportfolionf  loans  that  aremot 
guaranteed.  The  term  includes  not  only  the 
concept  of  a  faihireto  act  but  also  not  acting 
in  a  timely  manner  contrary  to  the  manner  In 
whidi;B  reasonably  prudent  lander  would 
act  The  Loan  Note  Guarantee  will  tuA  Ik 
honored  by  FmHA  to  .tfae  extent  that  loan 
funds  are  used  for  purposes  other  than  those 
specifically  approved%>PmHA  in  the 
Condition^  Gommltment  for  Qiarantae. 

HL  The  lender  agrees  loan  funds  will  be 
used  for  itfaeipnrposes  authorized  in  Subpait ) 
of  Tide  7  CFR  Part  1980  and  in  aimoidanoe 
with'the  terms  cd'Porm  FmHA  1960-^ 

IV.  Hk  knrte  certifies  thatnoneof  its 
officers  m  direotors,  atockhoideraor  odier 
ownes  (exoqrt  stotMoldera  incSonk  of 
Cooperatives  or  other  Farm  Credit  System 
(PCS)  insdtution  with  direct  lending  authority 
that-ham  normal  Btodc  . share  requirements 
for  participatiim)  have  a  substantial  financial 
interest  in  the  borrower.  The  lender  oertlfies 
that  neither  the  bonower  nor  its  officers  or 
direotet*,  stockholders  or  odier  owners  have 
a  substandal  financiBl  interest -in  the  lender. 
If  the  ibotrower  is«  member  of  the  aboard 
directon:ar.Bn  officer  of  s  Sank  .of 
Cooperatfaras  or  other  PCS  institution  widi 
directlending  authority,  the  lendar  certifies 
thaton  JtCS'institution  onIfae-iieKt  fai^iest 
level'wiillndepeDdendy  process  dwlean 
reqiwstvnd  will  set  as  die  tender’s  <agent  in 
servidng  the  account 

V. 'The  tender  oeriffieslhst  It'has  no 
knowledge  of  any  material  sdwerse  change. 


financial  or  otherwise,  in  the  borrower, 
borrower's  business,  or  any  parent 
subsidiaries,  or  affiliates  since  it  requested  a 
LoanNote  Guarantee. 

VL  The  lender  certifies  that  a  loan 
agreement  and/or  loan  instruments 
concurred  in  by  FmHA  has  been  or  will  be 
signed  with  the  borrower. 

VII.  The  tender  certifies  that  it  has  paid  dm 
required  guarantee  fee. 

Vni.  Servicing. 

A.  The  lender  will  service  the  entire  loan 
and  will  remain  mortgagee  and/or  secured 
party -of  record,  notwidwtanding  the  fact  that 
another  may  hold  a  portion  of  the  loan.  The 
entire  loan  will  be  secured  by  the  same 
security  with  equal  lien  priority. 

B.  The  lender's  serviemg  responsibilities 
include,  but  are  not  limited  to: 

1.  Obtaining  compliance  with  the 
covenants  andqirovisionB  in  the  note,  loan 
agreement  security  instruments,  and  any 
supplemental  agreements  and  notifying  in 
writing  FmHA  and  die  borrower  of  any 
violations.  None  (rf  these  instruments  will  he 
altered  without  FmHA's  prior  written 
concurrence.  The  lendermust  service  die 
loan  in  a  reasonable  and  prudent  maimer. 

2.  Receiving  aIl  .pa3mientB  on  principal  and 
interest  (Including  intereM  assistance]  on  the 
loan  as  they  Tall  due. 

3.  Inspecting  the  collateral  (when 
approp^td)  as  often  as  necessaiy  to 
pnqie^  service  the  loan. 

4.  Monitoring  the  State  Farmland 
Preservation  Plan. 

5.  Assuring  that  adequate  insurance  is 
maintained.  This  includes  hazard  insurance 
obtained  and  matetained  on  security  property 
with  « loss  .payable  clause  in  favor-of  the 
lender  as  seciued  pasty. 

6.  Assuring  that  taxes,  assessment  or 
gronndronts  against  or  ofieedng  collateral 
are  paid;  the  loan  and  collateral  are  protected 
in  foreclosure,  baidouptity,  leoeivershty, 
insolvency,  oondemnation,  or  other  lit^tion, 
insurance  loss  pa3nnente,  condemnation 
awards,  or  similar  prooeeds  are  applied  on 
debts  in  accordance  with  lien  priorities  on 
whidi  die  gnarantee  was  base^  or  to 
rebnildiiig  or  odierwise  acquiring  needed 
replacement  collateral  with  the  written 
approvril  of  FmHA:  proceeds  firom  die  s^  or 
other  disposition  df  collateral  are  applied  in 
accordance  with  the  lien  priorities  en  which 
the  guarantee  is  based;  die  borrower 
complies  with  ail  lawsnndnrdinanoet 
applicable  to  the  loan.the  collateral  and/or 
operating  of  thepn^am. 

7.  ’ln  the  case  of  guosantaes  secured  by 
collateral  assuring  the  security  is  property 
maintained. 

8.  Obtaining  the  Iten  ooverage  and  lien 
priorities  spedfied  by  the  tendn  and  agreed 
to  by  PndiA,  property  ncoidug'or  filing  lien 
or  notice  instnimentsfo  obtain  or  maintain 
such  lien  priotities  during  the  existence  of  dm 
guonmtae  by  FndlA. 

9.  Assuringlhat  diehoRower  obtains 
martcetdbte  title -to  dw  odltotaral  and 
easements  or  properties  in  fee  simpte 
acquired  with  ilofuifinidB. 

10.  Assuriiiglbat  the  borrower  edrtains 
martcetable  tide  to  the  easements  or 
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properties  in  fee  simple  acquired  with  loan 
funds. 

11.  Assuring  that  the  borrower  (any  party 
liable)  is  not  released  from  liability  for  all  or 
any  part  of  the  loan,  except  in  accordance 
with  FmHA  regulations. , 

12.  Providing  FmHA  Finance  Office  with 
loan  status  reports  semiannually  as  of  June  30 
and  December  31  on  Form  FmHA  198(M1, 
“Guaranteed  Loan  Status  Report.” 

13.  Obtaining  fit>m  the  borrower  periodic 
frnancial  statements  imder  the  following 
schedule: 


The  lender  is  responsible  for  analyzing  the 
frnancial  statements,  taking  any  servicing 
actions  and  providing  copies  of  statements 
and  records  of  actions  to  the  FmHA  State 
Office  responsible  for  the  loan. 

14.  Monitoring  the  use  of  loan  funds  to 
ensure  they  will  not  be  used  for  any  purpose 
that  will  contribute  to  excessive  erosion  of 
highly  erodible  land  or  to  the  conversion  of 
wetlands  to  produce  an  agricultural 
commodity,  as  further  explained  in  7  CFR 
part  1940,  subpart  G,  Exhibit  M. 

IX.  Default  In  case  of  any  monetary 
default  the  lender  will  negotiate  with  the 
borrower  in  good  faith  in  an  attempt  to 
resolve  any  problem  to  permit  the  borrower 
to  cure  the  default  When  a  loan  becomes  60 
days  or  more  past  due,  the  lender  will 
arrange  a  meeting  with  FmHA  and  the 
borrower  to  resolve  the  problem.  When  an 
immediate  solution  to  the  delinquency  cannot 
be  reached,  and  upon  demand  by  the  lender, 
FmHA  will  make  funds  available  to  pay  the 
delinquent  payment  FmHA  will  not  pay  any 
late  payment  charges  to  the  lender.  All  such 
advances  are  immediately  due  and  payable 
and  it  is  the  responsibility  of  the  lender  to 
collect  them  frnm  the  borrower.  The  loan  will 
be  considered  a  problem  loan  until  the 
advance  and  accrued  interest  on  such 
advance  is  fully  repaid  to  FmHA  through  the 
lender. 

X.  UquidatiotL  If  the  lender  concludes  that 
liquidation  of  a  guaranteed  loan  account  is 
necessary  because  of  one  or  more  defaults  or 
third  party  actions  that  the  borrower  carmot, 
or  wiU  not,  cure  or  eliminate  within  a 
reasonable  period  of  time,  a  meeting  will  be 
arranged  by  the  lender  with  FmHA.  When 
FmHA  concurs  with  the  lender's  conclusion 
or  at  any  time  concludes  independently  that 
liquidation  is  necessary,  it  wiU  notify  ffie 
lender.  The  lender  will  liquidate  the  loan 
unless  FmHA,  at  its  option,  decides  to  carry 
out  liquidation. 

A.  'The  lender's  proposed  method  of 
liquidation.  Within  30  days  after  the  decision 
to  liquidate,  the  lender  will  advise  FmHA  in 
writing  of  its  proposed  detailed  method  of 
liquidation  called  a  liquidation  plan  and  will 
provide  FmHA  with: 

1.  Such  proof  as  FmHA  requires  to 
establish  the  Lender's  ownership  of  the 
guaranteed  loan  debt  instrument(s)  and 
related  security  instruments. 

2.  Information  lists  concerning  the 
borrower's  assets  including  real  and  personal 
property,  fixtures,  claims,  contracts, 
inventory  (including  perishables),  accounts 
receivable,  and  other  existing  and  contingent 
assets,  advice  as  to  whether  or  not  each  item 
is  serving  as  collateral  for  the  guaranteed 
loan. 


3.  A  proposed  method  of  making  the 
maximum  collection  possible  on  the 
indebtedness. 

4.  If  the  outstanding  principal  loan  balance, 
including  accrued  interest,  is  less  than 
$200,000,  the  lender  will  obtain  an  estimate  of 
the  market  and  potential  liquidation  value  of 
the  collateral.  Oa  loan  balances  in  excess  of 
$200,000,  the  lender  will  obtain  an 
independent  appraisal  report  on  all  collateral 
securing  the  loan,  which  will  reflect  the 
current  market  value  and  potential 
liquidation  value.  The  appraisal  report  is  for 
the  purpose  of  permittii^  the  lender  and 
FmHA  to  determine  the  appropriate 
liquidation  actions. 

B.  FmHA's  response  to  the  lender's 
liquidation  plan.  FmHA  will  inform  the  lender 
in  writing  whether  it  conours  in  the  lender's 
liquidation  plan.  Should  FmHA  and  the 
Lender  not  agree  on  the  lender's  liquidation 
plan,  negotiations  will  take  place  between 
FmHA  and  the  lender  to  resolve  the 
disagreement  The  lender  will  ordinarily 
conduct  the  liquidation;  however,  should 
FmHA  opt  to  conduct  the  liquidation,  FmHA 
will  proceed  as  follows: 

1.  The  lender  will  transfer  to  FmHA  all 
rights  and  interest  necessary  to  allow  FmHA 
to  liquidate  the  loan. 

2.  FmHA  will  attempt  to  obtain  the 
maximum  amoimt  of  proceeds  from 
liquidation. 

3.  Options  available  to  FmHA  include  any 
one  or  combination  of  the  usual  commercial 
methods  of  liquidation. 

C.  Acceleration.  The  lender  or  FmHA,  if  it 
liquidates,  will  proceed  as  expeditiously  as 
possible  when  acceleration  of  the 
indebtedness  is  necessary,  including  giving 
any  notices  and  taking  any  other  legal 
actions  required  by  the  security  instruments. 
A  copy  of  the  acceleration  notice  or  other 
acceleration  document  will  be  sent  to  FmHA 
or  the  lender,  as  the  case  may  be. 

D.  Liquidation:  Accounting  and  Reports. 
When  the  lender  conducts  the  liquidation,  it 
will  account  for  funds  during  the  period  of 
liquidation  and  will  provide  Fml^  with 
periodic  reports  on  the  progress  of 
liquidation,  disposition  of  collateral,  resulting 
costs,  and  additional  procedures  necessary 
for  successful  completion  of  liquidation.  Ihe 
lender  will  transmit  to  FmHA  any  payment 
received  &Y)m  the  borrower  from  liquidation 
or  other  proceeds,  etc.,  using  Form  FmHA 
449-30,  "Loan  Note  Guarantee  Report  of 
Loss."  When  FmHA  liquidates,  the  lender 
will  be  provided  with  similar  reports  on 
request. 

IE  Income  from  collateral.  Any  net  rental  or 
other  income  that  has  been  received  by  the 
lender  from  the  collateral  will  be  applied  on 
the  guaranteed  loan  debt. 

}dL  Protective  Advances. 

Protective  advances  must  constitute  an 
indebtedness  of  the  borrower  to  the  lender 
and  be  secured  by  the  security  instrument(s). 
FmHA  written  authorization  is  required  on  all 
protective  advances  in  excess  of  $500. 
Protective  advances  include,  but  are  not 
limited  to,  advances  made  for  taxes,  annual 
assessments,  ground  rent,  hazard  or  flood 
insurance  premiums  affecting  the  collateral, 
and  other  expenses  necessary  to  preserve  or 
protect  the  security.  Attorney  fees  are  not  a 
protective  advance. 


XII.  Future  Recovery. 

After  a  loan  has  been  liquidated,  any  future 
funds  which  may  be  recovered  by  the  lender 
will  be  forwarded  to  FmHA. 

XIII.  Bankruptcy. 

The  lender  is  responsible  for  protecting  the 
guaranteed  loan  debt  and  all  collateral 
securing  the  loan  in  bankruptcy  proceedings. 

XIV.  Other  Requirements. 

This  agreement  is  subject  to  all  the 
requirements  of  subpart  J  of  title  7  CFR  part 
1980,  and  any  future  amendments  of  these 
regulations  not  inconsistent  with  this 
agreement.  Interested  parties  may  agree  to 
abide  by  future  FmHA  regulations  not 
inconsistent  with  this  agreement 

XV.  Execution  of  Agreements. 

If  this  agreement  is  executed  prior  to  the 
execution  of  the  Loan  Note  Guarantee,  this 
agreement  does  not  impose  any  obligation 
upon  FmHA  with  respect  to  the  execution  of 
such  contract  FmHA  in  no  way  warrants  that 
such  a  contract  has  been,  or  will  be, 
executed. 

XVI.  Notices. 

All  notices  and  actions  will  be  initiated 
through  FmHA. 

XVII.  Environmental  Requirements. 

The  lender  will  ensure  that  the  borrower 

complies  with  the  measure  identifred  in  the 
Government's  environmental  impact  analysis 
for  the  program  for  the  purpose  of  avoiding  or 
reducing  the  adverse  environmental  impacts 
of  the  program's  operation. 

Dated  this _ day  of - -  19 — . 

LENDER: 

ATTEST:  - 

(Seal) 

By:  - 

Title:  - 

United  States  of  America 
Farmers  Home  Administration 

By: - 

Title:  - 

Form  Approved 
OMB  No.  0575-0152 

Appendix  C — Form  FmHA  1980-77,  Loan 
Note  Guarantee  Agricultural  Resource 
Conservation  Demonstration  Program 

7  CFR  Part  1980 

Subpart  ] 

State  - — — - 

Date  of  Note - 

Borrower  - 

FmHA  Loan  ID  Number - 

Lender  - 

Lender's  IRS  Tax  ID  Number  - 

Lender's  Address - 

Principal  Amount  of  Loan  $ - 

The  principal  amoimt  of  loan  evidenced  by 

_ note(s)  (includes  bonds  as  appropriate)  is 

described  below.  This  instrument  is  attached 

to  note _ in  the  face  amount  of  $ _ and  is 

number _ of _ . 


Lender's 
note  number 


Face  amount 


Percent  of 
total  face 
amoimt 


Total 


100 
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In  consideration  of  the  making  of  the 
subject  loan  bylhe  above-named  lender,  the 
United  States  of  America,  acting  through  the 
Farmers  Home  Administration,  of  the  United 
States  Department  oT  Agriculture  fcalled 
"FmHA”),  pursuant  to  the  Farms  for  the 
Future  Act  of  1990  (7  U.S.C.  4201  note,  as 
amended  by  the  Food,  Agriculture, 
Conservation,  and  Trade  Act  Amendments  of 

1991, _ ],  does  hereby  agree  that  in 

accordance  with,  and  subject  to,  the 
conditions  and  requirements  in  this 
instrument,  for  a  period  not  to -exceed  10 
years  from  the  date  of  this  instrument  will: 

(a)  at  the  lender's  request,  advance  to  the 
lender  the  unpaid  portion  of  any  principal 
and/or  interest  payment  60  days  or  more 
past  due  as  evidenced  by  said  note(s].  Such 
advance  will  accrue  interest  at  the  note  rate 
and  must  be  an  indebtedness  of  the 
borrower. 

(b)  pay  to  the  lender,  any  principal  and 
interest  indebtedness  on  secured  protective 
advances  for  protection  and  preservation  of 
collateral  made  with  FmHA's  authorization, 
including,  but  not  limited  to,  advances  for 
taxes,  annual  assessments,  any  ground  rents, 
and  insurance  premiiuns  affecting  the 
collateral. 

Definition  of  Lender 

The  lender  is  the  person  or  organization 
making  and  servicing  the  loan  which  is 
guaranteed  under  the  provisions  of  subpart ), 

7  CFR  part  1980.  The  lender  is  also  the  party 
requesting  a  loan  guarantee. 

Conditions  of  Guarantee 

'  1.  Loan  Servicing.  The  lender  will  remain 

mortgagee  and/or  secured  party  of  record  not 
withstanding  the  fact  that  another  party  may 
hold  a  portion  of  the  loan.  When  multiple 
notes  are  used  to  evidence  a  loan,  the  lender 
will  structure  repayments  as  provided  in  the 
loan  agreement.  The  lender  will  be 
responsible  for  servicing  the  entire  loan, 
including  any  advances  made  by  FmHA  to 
the  lender  under  its  guarantee  of  timely 
payments. 

2.  Full  Faith  and  Credit.  The  Loan  Note 
Guarantee  constitutes  an  obligation 
supported  by  the  full  faith  and  credit  of  the 
United  States  and  is  incontestable  except  for 
fraud  or  misrepresentation  of  which  the 
lender  has  actual  knowledge  at  the  time  it 
became  such  a  lender  or  which  the  lender 
participates  in  or  condones  and  the  following; 

(a)  The  Loan  Note  Guarantee  will  not  be 
honored  by  FmHA  to  the  extent  that  any 
delinquency  or  loss  is  occasioned  by 
violation  of  usury  laws,  negligent  8er\’icing, 
or  failure  to  obtain  the  required  security 
regardless  of  the  time  at  which  FmHA 
acquires  knowledge  of  the  foregoing. 
Negligent  servicing  is  defined  as  the  failure  to 
perform  those  services  which  a  reasonably 
prudent  lender  would  perform  in  servicing  its 
own  portfolio  of  loans  that  are  not 
guaranteed.  The  term  includes  not  only  the 
concept  of  a  failure  to  act  but  also  not  acting 
in  a  timely  manner  contrary  to  the  manner  in 
which  a  reasonably  prudent  lender  would 
act. 

(b)  The  Loan  Note  Guarantee  will  not  be 
honored  by  FmHA  to  the  extent  that  loan 
funds  are  used  for  purposes  other  than  those 


apecificHlIy  approved  by  FmHA  in  its  Form 
FmHA  1980-75,  "Conditional  Commitment  for 
Guarantee  ( AgricnilturUl  Resource 
Conservation  Demonstration  Program).” 

(c)  The  Loan  Note  Guarantee  is  void  if  the 
note  to  which  this  is  attached  or  relates 
provides  for  payment  of  interest  on  interest. 

3.  Protective  Advances.  Protective 
advances  made  by  the  lender  piu^uant  to  the 
Tegulations  will  be  guaranteed  to  the  same 
extent  as  provided  in  the  Loan  Note 
Guarantee. 

4.  Lender's  Obligations.  The  lender  will 
promptly  remit  to  FmHA  any  payment  or 
portion  of  a  payment,  including  accrued 
interest  thereon,  previously  advanced  by 
FmHA  to  the  lender  under  its  guarantee  of 
timely  payments  and  subsequently  received 
from  the  borrower. 

5.  When  Guarantee  Terminates.  This  Loan 
Note  Guarantee  will  terminate  automatically 
upon  full  payment  of  the  guaranteed  loan;  or 
upon  full  payment  of  any  loss  obligations 
hereunder.  The  guarantee  of  timely  payment 
of  principal  and  interest  paynnents  due  shall 
terminate  10  years  from  the  date  of  this 
instrument.  Losses  occurring  after  such  10- 
year  period  are  not  covered  by  this 
guarantee. 

6.  Settlement.  The  amount  due  under  this 
instrument  will  be  determined  and  paid  as 
provided  in  the  subpart )  of  part  1980  of  title  7 
CFR  in  effect  on  the  date  of  this  instrument. 

7.  Interest  Assistance.  In  addition  to 
FmHA's  guarantee  of  timely  payments  of 
principal  and  interest,  FmHA  will  pay  a 
portion  of  the  interest  to  the  borrower  as 
provided  in  the  executed  Form  FmHA  1980- 
78,  “Interest  Assistance  Agreement 
(Agricultural  Resource  Conservation 
Demonstration  Program)." 

8.  Notices. 

All  notice  and  actions  will  be  initiated 

through  the  FmHA _ for _ (State)  with 

mailing  address  at  the  date  of  this  instrument 


United  States  of  America 

Farmers  Home  Administration 

By:  ■  . . . 

(Date) 

Title;  - 

Form  Approved 
OMB  No.  0575-0152 

Appendix  D — Form  FmHA  1980-78,  Interest 
Assistance  Agreement  Agricultural  Resource 
Conservation  Demonstration  Program 
7  CFR  Part  1980 
Subpart  J 

State  - 

Date  of  Note - 

Borrower  - 

FmHA  Loan  ID  No. - 

Lender  - 

Lender's  IRS  Tax  ID  No.  - 

Lender's  Address - 

Principal  Amount  of  Loan - 

The  principal  amount  of  loan  is  evidenced 
by _ note(s)  described  below. 

Lender's  Amount  of  Note 

note  no.  note  interest  rate 


This  agreement  is  effective  beginning _ 

and  expires  on _ _  The  Untted  States  of 

America,  acting  through  die  Farmers  Home 
Administration  of  the  United  States 
Department  of  Agriculture  (called  FmHA), 
pursuant  to  the  Farms  for  the  Future  Act  of 
1990  (7  U.S.C.  4201  note,  as  amended  by  the 
Food,  Agriculture,  Conservation,  and  Trade 

Act  Amendments  of  1991, _ ),  agrees  that 

in  accordance  with  and  subject  to  the 
conditions  and  requirements  in  this 
agreement,  to  assist  the  borrower  in  making 
ite  interest  payments,  will  pay  the  borrower 
as  follows: 

In  each  of  the  initial  5  years  of  the  loan 

beginning _ and  ending _ _  FmHA 

agrees  to  pay  the  borrower  an  amount  equal 
to  the  interest  accruing  on  the  loan  each  of 
the  first  5  years. 

In  each  of  the  sixth  through  tenth  years  of 

the  loan  beginning _ and  ending  _ 

FmHA  agrees  to  pay  the  borrower  an  amount 
equal  to  the  difference  between  the  note 
interest  rate  and  the  rate  of  interest  then 
being  charged  FmHA  Limited  Resource 
Operating  Loan  borrowers  but  not  less  than  3 
percent  per  annum. 

Payments  will  be  made  to  the  borrower  10 
days  prior  to  an  interest  payment  due  date. 
The  payment  shall  be  by  wire  transfer  into 
the  ‘Trust  Fund  Account  identified  as  follows: 

Bank  - 

Account  # - 

Wire  Transfer  Information  - 

Conditions  of  Interest  Assistance 

1.  Interest  Assistance  Payments.  FmHA 
payments  made  in  connection  with  interest 
assistance  will  be  calculated  using  a  360  or 
365  day  year  method  on  a  declining  balance. 
The  lender  will  indicate  on  Form  FmHA 
1980-19,  “Guaranteed  Loan  Closing  Report," 
the  preferred  method  which  may  not  change 
once  established.  The  lender  will  notify 
FmHA  of  the  interest  due  using  Form  FmHA 
1980-24,  "Request  Interest  Rate  Buydown/ 
Subsidy  Payment  to  Guaranteed  Lender,"  30 
days  prior  to  the  payment  due  date. 

2.  When  Interest  Assistance  Payments 
Cease.  Interest  assistance  payments  will 
cease  upon  termination  of  the  Loan  Note 
Guarantee  reaching  the  expiration  date  set 
forth  in  this  agreement  or  upon  cancellation 
by  the  Government. 

3.  Cancellation  of  Interest.  The  lender 
certiHes  that  the  amount  of  interest  reduction 
on  the  subject  borrower's  account  will  be 
permanenUy  cancelled  as  it  becomes  due  and 
no  attempt  will  be  made  to  collect  that 
portion  of  the  debt  which  will  be  paid  by 
FmHA. 

4.  Regulatory  Changes.  This  Agreement  is 
subject  to  the  present  regulations  of  the 
FmHA  and  its  future  regulations  not 
inconsistent  with  any  provision  of  this 
Agreement. 

5.  Cancellation.  The  Interest  Assistance 
Agreement  is  incontestable  except  for  fraud 
or  misrepresentation  of  which  the  lender  has 
actual  knowledge  at  the  time  this  Agreement 
is  executed  or  for  which  the  lender 
participates  in  or  condones. 

6.  Access  to  Lender’s  Files.  Upon  request 
by  FmHA,  the  lender  will  permit 
representatives  of  FmHA  (or  other  agencies 
of  the  U.S.  Department  of  Agriculture 
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authorized  by  that  Department)  to  inspect 
and  make  copies  of  any  of  the  records  of  the 
lender  pertaining  to  FmHA  guaranteed  loans. 
Such  inspection  and  copying  may  be  made 
during  r^ular  office  hours  of  the  lender  or 
any  other  time  the  lender  and  FmHA  find 
convenient 

7.  Use  of  Interest  Assistance,  Borrower 
shall  use  the  interest  assistance  solely  to 
promptly  pay  interest  as  it  becomes  due  on 
the  loan.  To  the  extent  permitted  by  law  and 
the  supervisory  agency,  the  lender  agrees  to 
allow  FmHA  access  to  audit  findings  by  the 


lender's  supervising  agency  when  examining 
interest  assistance  claims. 

Address:  - 

United  States  of  America 
Farmers  Home  Administration 


Acknowledged 
Borrower 
Attest:  - 


Lender 

Attest: 

(SEAL) 


Dated:  December  16, 1991. 

La  Verne  Ausman, 

Administrator,  Farmers  Home 
Administration. 

[FR  Doc.  92-2669  Filed  1-31-92;  11:31  am] 
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